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A YEAR AFTER THE PANIC OF 1907. 
SUMMARY. 


Was it, or was it not, an economic crisis of the first magni- 
tude? 185.—Popular explanations of its cause, 190.—The financial 
world on the eve of the panic of 1907, 192.—Situation of Europe, 
and warnings of European observers, 194.—Communities outside of the 
United States which encountered a financial crisis in 1907, 202.— 
Economic conditions which have followed the episode, 206. 


Wir# a full year elapsed since the panic of 1907 reached 
its crisis among this country’s financial markets, its bank- 
ing institutions, and its productive industries, it ought 
to be possible to obtain an insight into the nature of that 
economic event such as could not easily have been obtained 
when the phenomena of the crisis itself surrounded us. 
In order to grasp their true significance, episodes of this 
large scope must be studied in the light not only of causes, 
but of consequences, and consequences sometimes unfold 
themselves very slowly. So good an economic authority 
as Mr. Carroll D. Wright declared, shortly after the Octo- 
ber convulsion of the markets, that ‘‘the recent financial 
flurry cannot be dignified by the designation ‘financial 
panic.’” Mr. Andrew Carnegie gave it as his opinion, at 


| 
| 
| 
{ 
| 


186 QUARTERLY JOURNAL OF ECONOMICS 


about the same time, that, under our present industrial 
methods, disturbances of the sort were bound to be more 
frequent than of old, and recovery from the effect of them 
more rapid. This seemed to suggest that the panic of 
1907 was not altogether a financial panic of the old-time 
sort. Mr. Carnegie’s diagnosis was pronounced after the 
panic itself had broken out. It contrasted a little oddly 
with the assertions freely made by eminent bankers, dur- 
ing the five or six years before 1907, and, in particular, 
during the period which followed our speedy recovery 
from the Stock Exchange disturbances and slight indus- 
trial disorganization of 1903. The opinion then enter- 
tained by these practical banking experts, as the writer 
had occasion to learn from personal conversation, was 
that ‘‘aggregation of banking resources” and “‘co-ordina- 
tion of industry” had, between them, created a new 
economic situation, where old-fashioned financial and 
commercial panics, such as those of 1893, 1873, and 1857, 
would be no longer possibilities. 

These various utterances suggest, then, the first point 
in our present inquiry. Was the panic of 1907 what econo- 
mists call a commercial panic, an economic crisis of the 
first magnitude? Or was it, like what Wall Street tradi- 
tion describes as the ‘“‘Northern Pacific panic” of 1901, 
the ‘“‘Boer War panic” of 1899, and the ‘‘rich men’s 
panic” of 1903, simply and solely a readjustment of over- 
done speculation on the Stock Exchange? There is at this 
distance of time only one answer to make to this question: 
The panic of 1907 was a panic of the first magnitude, and 
will be so classed in future economic history, along with 
such financial episodes as the crises of 1893, 1873, 1857, 
and 1837. The characteristics which distinguish a panic 
of that character from those smaller financial convul- 
sions and industrial set-backs which are of constant occur- 
rence on speculative markets, are five in number: First, 
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a credit crisis so acute as to involve the holding back of 
payment of cash by banks to depositors, and the momen- 
tary suspension of practically all credit facilities. Sec- 
ond, the general hoarding of money by individuals, through 
withdrawal of great sums of cash from banks, thereby 
depleting bank reserves, involving runs of depositors on 
banks, and, in this country, bringing about an actual 
premium on currency. Third, such financial helplessness, 
in the country at large, that gold has to be bought or bor- 
rowed instantly in huge quantity from other countries, 
and that emergency expedients have to be adopted to 
provide the necessary medium of exchange for ordinary 
business. Fourth, the shutting down of manufacturing 
enterprises, suddenly and on a large scale, chiefly because 
of absolute inability to get credit, but partly also because 
of fear that demand from consumers will suddenly disap- 
pear. Fifth, fulfilment of this last misgiving, in the shape 
of abrupt disappearance of the buying demand through- 
out the country, this particular phenomenon being pro- 
longed through a period of months and sometimes years. 

Some of the above-enumerated phenomena are peculiar 
to American financial disturbances. Taken as a whole, 
however, they may fairly be described as the ear-marks 
of all great panics. They will be recognized as the dis- 
tinguishing marks of our own crisis of 1837; of London’s 
panic of 1844; of the financial troubles of 1857, here and 
abroad; of the so-called ‘‘Overend-Gurney panic” of 1866 
in Londonand of 1873 and 1893 in this country. They were 
not present here in such financial disturbances as those 
of 1903 and 1901. They were visible only in part in what 
is still called our panic of 1884, and they did not appear 
at all in the historic crisis known as ‘Black Friday”’ in 
1869. It is doubtful if, measured by the tests prescribed, 
even London’s “Baring panic” of 1890, landmark as it 
undoubtedly was in the world’s financial movement of 
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the period, can be placed in the same category with our 
panic of 1907. For the panic of 1907 displayed not one or 
twoof the characteristic phenomena just set forth, but all of 
them. Summarizing briefly the whole episode of 1907 and 
its sequel, this is what happened. 

There was a general run of depositors on the banks, with 
one day (October 24) of almost complete suspension of 
credit in the great financial markets. There followed the 
abandonment, by practically all banking institutions in 
the United States, of the requirements of cash in payment 
of debit balances between banks at the Clearing House; 
the consequent issue by the New York banks, to carry 
out such mutual exchanges, of $101,060,000 Clearing House 
loan certificates, as against $41,490,000 in 1893; continu- 
ance of this emergency expedient at the Clearing House 
during twenty-two weeks, as compared with a duration 
of only nineteen weeks in 1893, there being involved, first 
and last, a total issue by all the country’s banks, in this 
or other forms of emergency currency, of $238,053,175 
as against an estimated $69,111,000 in 1893. In the next 
phase of the panic crisis there was witnessed hoarding, by 
the public, of a sum in actual cash estimated by the United 
States Treasury at $296,000,000; a deficit at New York, 
below the 25 per cent. reserve required by law against 
banking deposits, of $54,103,000, as against a maximum 
deficit of $16,545,000 in 1893; partial suspension of cash 
payments to depositors, by banks in nearly all business 
centers in the United States, was a further sequel; a pre- 
mium on currency, paid in bank checks at numerous 
cities, which rose as high as 4 per cent. and which lasted 
for two months, as against a duration of only one month 
in 1893; import of $100,000,000 gold from foreign markets 
within two months, on the greater part of which a 3 percent. 
premium was paid by banks, and a portion of which im- 
port came with exchange on London at 4.91, a rate at 
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which we should normally have been exporting gold in 
quantity. Not only did commercial failures in the coun- 
try increase 719 in number during October and November, 
as compared with the two preceding months, and $185,000, 
000 in liabilities, but in the first half of 1908 their number 
was 7,562 and their liabilities $179,000,000, as compared 
with 4,792 and $77,000,000 respectively in the same half 
of 1907. With this came shrinkage in volume of general 
trade, a month or two after the panic, to barely 25 per 
cent. of what it had been before, and a subsequent period 
of depression, which left the volume of actual business a 
year after the panic day not much more than 50 per cent. 
of the magnitude done prior to the panic. 


We know, then, where its salient phenomena must rank 
the panic of 1907, in comparison with other great economic 
convulsions of history. But this does not help us in our 
inquiry as to the real economic significance of the episode. 
Not least among the obstacles to a clear understanding 
of an event of this nature is a tendency, very natural but 
extremely misleading, to consider the panic as a phenome- 
non peculiar to a single market ora single country. There 
are occasions when a serious financial disturbance may 
rightly be thus delimited. The formidable collapse on the 
New York Stock Exchange in May, 1901, was one of them. 
Speculation and overdone promotion in New York were 
the obvious causes. Other markets had no hand in pre- 
cipitating trouble through disturbances of their own, 
and the New York collapse was not repeated on any other 
market. We shall see in a moment to what extent this 
was or was not true of our panic of 1907, and the facts 
to be brought forth in that regard should be of high im- 
portance in determining the true nature of the episode. 
For, if we should find that the so-called New York panic of 
1907 was in reality only one phase of the world-wide phe- 
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nomenon, that grave disturbance of credit developed on 
remote financial markets, even before a panic was talked 
of in America, and that the shock was felt in localities 
with which American finance has no connection,—then it 
would follow, first, that the cause of disturbance must 
have been something not peculiar to New York or to 
America, and, second, that we must look very far beyond 
the borders of the United States to study the consequences. 

In order to clear the way, let us now first look at what 
may be called the popular theories as to the reason for 
the crisis in this country. Twelve months ago, people who 
were asked what caused the panic of 1907 answered in one 
of three ways. It was caused by President Roosevelt’s 
activities in restraint of certain great corporations. It 
was caused by reckless and unsound banking in New York 
City, discovery of which precipitated a run of depositors. 
Or it was caused by the defects of our American currency 
system. Now there is something to say for each of these 
arguments. The Administration’s pursuit of great cor- 
porations, which had overstepped their legal rights, might 
conceivably have been disturbing to capital,—not less so 
when the Railway Rate Law was followed by the Stand- 
ard Oil prosecution, with Judge Landis’s extraordinary 
$29,000,000 fine, and by Attorney-General Bonaparte’s 
equally remarkable statements as to the sentiments of the 
prosecution: Similarly, there can be no doubt that reck- 
less banking had created a vulnerable situation, in New 
York particularly, and there is ground for the argument 
that the rigidity of our circulating bank-note system, 
combined with our very unfortunate system of piling up 
the Treasury’s surplus in cash at Washington, deprived a 
market, where trade and speculation were expanding 
rapidly, of the facilities which might have rendered its 
position easier. 

But to prove that certain incidents might have caused 
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the panic is not to prove that they did cause it, and in 
the case of these three arguments it is necessary to look 
a little closer. When the so-called ‘‘ Roosevelt argument” 
is examined in the light of the record, we find, in the first 
place, that the Hepburn Railway Rate bill was enacted in 
February, 1906. Its enactment, if one is to judge from 
the unanimity with which the President’s railway oppo- 
nents have ascribed the panic to it, should instantly have 
been followed by withdrawal of foreign capital from our 
railway industries and by wholesale liquidation of such 
investments by the great American capitalists. What 
followed, on the contrary, was, in the first place, such an 
excess of confidence in our investments on the part of 
European money-lenders that almost all reasonable and 
traditional restraint was abandoned in the advancing of 
European money to the great railway operators who were 
dominating Wall Street. I was personally informed by 
practical banking experts of the highest standing, in 
three European capitals during the summer of 1906, that 
the credit of the American market, which was then raising 
funds abroad in unprecedented quantity to speculate for 
the rise in American railway shares, was practically un- 
limited. The facilities thus provided were used to the 
full. Instead of realizing on the investments which they 
declared to be jeopardized through President Roosevelt’s 
activities, certain railway managers, who were as active 
in Wall Street speculation as they were in transportation 
matters, started a speculation for the rise during August, 
1906, which reached such proportions as to alarm the whole 
conservative community. That is to say, the adminis- 
trative and legislative action which is presumed to have 
been a cause of panic was in the immediate sequel followed 
by enthusiastic confidence, by increased credit facilities, 
and by unbridled speculation for the rise. The Standard 
Oil verdict of Judge Landis, which was handed down a 
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year later, was rendered when the train of events which, 
as we now can see, led directly to the panic of 1907, was 
already producing results on the whole world’s money 
markets. 

Again, in the matter of reckless banking methods, it is 
to be remembered that the unsound banking prevalent 
in New York at the time of ‘the 1907 collapse was nothing 
new. It had prevailed, in aggravated form, during at least 
six years. Its existence was no secret from the commu- 
nity at large. As long ago as 1903 the dangers of the 
position created by the inadequate trust company reserves, 
the imperfect restrictions of the law, and the venturesome 
practices of these companies in the investment of demand 
deposits, had been pointed out by the New York Clearing 
House Committee, and their conclusion had been empha- 
sized by the point-blank refusal of the Associated Banks 
to clear checks any longer for such trust companies as 
would not submit to the prescribed reform in those direc- 
tions. The trust companies had refused to yield. The 
public, therefore, certainly had no excuse for ignorance as 
to the situation. When, on the other hand, one considers 
banking practices in general, he should recall that the other 
evils which were brought to light in connection with the 
1907 panic,—notably misuse of bank deposits for promo- 
tions and speculations by bank officers,—had existed, in 
still more flagrant form, at as distant a date as 1901. Sub- 
sequent investigations, in connection with the life insur- 
ance and other scandals, give us a public record of the fact 
that there was not one abuse in banking methods which 
contributed to the troubles of 1907 that did not exist half 
a dozen years before. There were, in fact, many abuses, 
notably those of manipulation of life insurance funds and 
use of trust company funds for syndicate operations on 
the stock market, which were rife at the early period, 
and which by 1907 had largely ceased to exist. 
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People who ascribe the panic of 1907 to an imperfect’ 
currency system and inadequate currency laws are likely 
to refer to a striking statement made by Mr. Jacob H. 
Schiff in the first few days of 1906, when call money went 
to 60 per cent. on the Wall Street market. Mr. Schiff 
then declared, in a speech to the Chamber of Commerce, 
that unless the currency system, under which such rates 
for money were possible, was reformed, we should have ‘‘a 
panic in this country compared with which the three 
which had preceded it would look like child’s play.” But, 
even granting the singular accuracy of Mr. Schiff’s predic- 
tion, one is still compelled to ask exactly how the inelas- 
ticity of the circulating bank-note system could have itself 
caused trouble which resulted clearly from so enormous 
an expansion of loans, chiefly through Wall Street specu- 
lation, that cash reserves in bank, among which bank-notes 
cannot be included, were inadequate to sustain it. The 
truth is, there has been great confusion of mind in dis- 
cussing the currency as a possible cause of the recent panic. 
Currency was no doubt a highly contributory cause for the 
panics of 1873 and 1893. That was because the currency 
itself at those periods was unsound, warning off foreign 
capital and stimulating excited home speculation. But 
no one, even among the most energetic opponents of the 
present currency system, has ventured the statement that 
the outstanding bank-note currency, on the eve of the 
panic of 1907, was in any true respect unsound. It was 
not depreciated, there was never any chance of its depre- 
ciation, and no individual ever refused to accept it, as 
occasionally happened in 1893 and 1857, through fear of 
impending depreciation. 


If, then, we have reasonably disposed of what may be 
called the theories of a domestic origin pure and simple, 
for the panic of 1907, it will naturally be in order to in- 
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quire what were the larger causes; and the scope of such 
an inquiry will lead us at once to the foreign markets, or 
rather, perhaps, to the money markets of the world at 
large, considered as one financial organism. A very cur- 
sory review of the two years preceding the panic of 1907 
will establish some striking facts which bear directly on 
the question of the credit collapse of 1907. We shall find 
that, beginning about the middle of 1905, a strain on the 
whole world’s capital supply and credit facilities set in, 
which increased at so portentous a rate during the next 
two years that long before October, 1907, thoughtful men 
in many widely separated markets were discussing, with 
serious apprehension, what was to be the result. 

This discussion was no more confined to the American 
community than were the events which inspired it. The 
salient phenomena of the period referred to were: first, 
an extraordinarily violent and extraordinarily general 
enhancement of prices for all sorts of commodities and 
securities; second, a demand for capital, through issue 
of new securities, almost unprecedented in the history of 
the world; third, and as a natural consequence of the two 
other phenomena, a scarcity of floating capital and a 
tightening of money rates, on both American and Euro- 
pean markets, which brought those rates to heights very 
rarely reached in the history of the several markets. It 
should be observed that all three of these phenomena were 
plainly visible, in such shape as to challenge the attention 
of the world, at least one year, and in some cases much 
longer, before the Wall Street panic of October, 1907. 
. First, as to the advance in commodity prices. Several 

standard compilations are periodically made of the aver- 
age of these prices. I shall select, as most convenient, 
the so-called index number of the London Economist. At 
the end of 1904 this index number stood at 2136. When 
the downward movement of commercial prices through- 
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out the world reached its lowest point of the generation 
past, in the middle of 1897, this same index number had 
stood at 1885. In June, 1907, at the culmination of a 
progressive and almost uninterrupted enhancement, it 
reached 2601. Now a little study of these figures will show 
that the rate of advance, during the two and a half years 
from the end of 1904 to the middle of 1907, was vastly 
more rapid than the rate of advance in the seven and a 
half preceding,—this in spite of the fact that the rise of 
commodity prices in the first two or three years of the 
twentieth century was described at the time as sensational. 
Comparing the index number for the end of 1904 with 
that for the middle of 1897, we shall find an advance of 
13% per cent. Comparing the number for the middle of 
1907 with that for the end of 1904, we shall find the rise 
for that second period was no less than 21} percent. Put- 
ting the matter in another way, on the basis of units, the 
increase in the index number, from 1897 to 1904 inclusive, 
was 251 points; from 1904 to 1907 inclusive, it was 465 
points. That is to say, the average prices of commodities 
advanced nearly twice as far during the second period, 
which was less than half as long as the period from 1897 
to 1904. 

It will, perhaps, be asked exactly what bearing this rise 
in the average price of commodities has on the supply 
of capital and the rate for money. This question has been 
so clearly answered by Mr. Cornelis Rozenraad, in an ad- 
dress delivered on March 6, 1907, before the London Insti- 
tute of Bankers, that I cannot do better than to quote his 
presentation of the case:— 


Everywhere the commercial interests of the nations have be- 
come more and more predominant; everywhere it has become more 
and more evident that commerce is the greatest of all interests; 
everywhere the nations endeavor to turn to account the produce 
of the soil, employing steam and electricity to develop their indus- 
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try, to establish relations with unexplored regions of the globe, 
to secure their share of the world’s trade. Everything is in mo- 
tion; railways, steamers, factories, harbors, docks, and the past 
year has been one of the most brilliant periods in the history of 
commerce, as will be seen by the following figures relating to the 
imports and exports of the principal commercial nations, compared 


QUARTERLY JOURNAL OF ECONOMICS 


with those of 1905:— 


Increase or Per 
1906. decrease. cent. 
Great Britain £607,987,893 -—+£42,967,967 = 7.6 
Germany. ..... 416,962,550 + 15,149,400 =12.1 
France. ...... 209,177,000 +-8,020,680 = 4,2 
Austria-Hungary 85,366,666 —4,515,834 = 5.0 
Belgium ...... 123,022,000 +6,625,040 = 5.7 
Russia. ...... 63,011,200 +-6,090,700 =10.7 
Spain (11 months) . . 31,982,356 +2,562,567 = 87 
United States. . . . 264,212,800 +28,341,031 =12.0 
Exports. 
Great Britain . £375,672,913 -+£45,856,299 =13.9 
Germany. ..... 312,186,750 +20,005,900. = 6.9 
France. ...... 201,746,600 +7,071,920 = 3.6 
Austria-Hungary 87,512,500 —2,825,000 = 3.1 
Belgium ...... 97,647,280 +9,941,000 =11.3 
73,434,085 +4,197,518 = 6.1 
Russia. ...... 106,117,800 -+9,917,800 =10.3 
in (11 months). . 36,621,896 —7,043,273 =16.1 
United States. . . . 359,621,400 +34,223,400 =10.5 
Great Britain re-exports1906.......... £85,163,386 
Great Britain re-exports1905 .......... 77,798,386 


It is evident that so gigantic a development of trade and indus- 

try could not fail to have a marked influence upon the position of 
the International Money Market. In proportion as commerce and 
industry increased, not only did the price of raw materials, wages, 
etc., begin to rise, but there was also a greater demand for money, 
larger credits were required, the issue banks had to discount more 
bills, to issue more notes. 
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At first, however, their discount rate was not much affected by 
those demands. It remained moderate for some time. For if 
money was constantly required for trade purposes, for the construc- 
tion of numerous new railways, tramways, harbors, and for the 
building of new ships, on the other hand the ever-increasing arrivals 
of gold from the Transvaal, Australia, etc., enabled the issue banks 
to maintain a gold reserve sufficient for their increased liabilities. 
But when, besides the constant expenditure of money in distant 
quarters of the globe, added to the remittances that had to be made 
to the United States, Egypt, the Argentine Republic, etc., for 
wheat, cotton, and other produce, Europe had also, to a certain 
extent, to finance America and to remit gold to Rio de Janeiro in 
connection with the currency reform planned by Brazil, the posi- 
tion of the principal issue banks was continually weakened. 

Especially in September, when the export of gold from this coun- 
try reached the large total of £8,337,000, it became evident that 
the requirements of trade were much greater than in former years, 
and that, in consequence of the continual rise in the price of raw 
materials, articles of consumption, wages, etc., more capital was 
needed, while the issue banks had to face unusually large demands 
for discounts and advances, involving an increase in their circula- 
tion at the very time when their gold reserves began to decrease. 
. . . All these operations had to be liquidated by London, which 
was made responsible for the stringency that took place, while, 
in fact, Lombard Street was liquidating, to a great extent, the 
liabilities contracted elsewhere in connection with the above opera- 
tions and, in a far lesser degree, her own. 


It will be observed that Mr. Rozenraad’s figures and 
conclusions were not only based upon the events of 1905 
and 1906, and upon events which happened largely out- 
side of the American continent, but were presented to his 
hearers seven months before the panic of October, 1907. 
Other European economists were dealing with the same 
question, then and shortly afterward, from a slightly 
different point of view. In the same month of March, 
1907, M. Leroy-Beaulieu, the well-known French econo- 
mist, discussed frankly the signs of a possible impending 
crisis on the world’s money markets. After describing 
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the nature of the demands on capital which had been made 
through new issues of securities, he declared in the Econo- 
miste Fran¢ais:— 


All this series of appeals to capital was bound to end by running 
beyond the world’s annual savings and the available supply of 
capital outstanding. There is a formula well known to the econo- 
mic school of the middle of the Nineteenth Century; it is, that capi- 
tal limits industry. This formula has doubtless been often dis- 
puted, and has given rise to many adverse interpretations; but it 
has much basis of truth. Development of industry is limited by 
the available supplies of capital and more generally by the sum 
total of annual savings. 

We do not believe that we are face to face with a crisis likely 
to be as severe and as prolonged as the crises of 1882 and 1890. 


It does not follow that the United States and Germany are about 


to fall into profound and prolonged depression. These countries 
possess elements of prosperity which will not disappear, merely 
because of being for the moment held in check. But however 
this may be, it is evident enough that the Americans must postpone 
at least one half of the colossal projects which they have had in 
view. Such a reduction would be forced upon them by the simple 
reason that there is not in the whole world a sufficient number 
of available billions to supply the United States with such gigantic 
sums. The policy of retrenchment and retraction thus imposes 
itself upon the entire world. 


Endeavoring to illustrate, in a subsequent article 
published in June, 1907, exactly the meaning of the above 
forecast, M. Leroy-Beaulieu declared further:— 


The growing industrial states, particularly the new countries, 
are at this moment demanding more capital than the whole world 
has accumulated recently, or is accumulating to-day. From this 
fact follow two consequences: first, that the users of this capital 
have to pay more for it in the shape of a higher interest rate; sec- 
ond, that they will be compelled to postpone, or extend for several 
years, many of the enterprises on which they had decided and for 
which they had already made preparations. 
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Under these conditions, there has been inevitably some check 
to the marvellous expansion of industry which has been going 
on for two years past. Markets, industry and finance must in 
a measure reduce their scale of prices and, in some proportion, 
the price of raw material must come down. 3 


Still later, writing two months before the American 
panic of 1907, the same writer indulged in some interest- 
ing estimates of the annually accruing capital in the com- 
mercial nations of the world, and in a further calculation, 
derived chiefly from new issues of securities, of how far the 
demands presented in the preceding year or so had equalled 
or exceeded that accumulation. His conclusion was:— 


The civilized world, so far as it can be reckoned up, provides 
$2,400,000,000 in available capital annually for investment in 
securities; it is asked in 1906 to provide $3,250,000,000; there 
was a demand, in America at any rate, for even more than its 
part of the above estimate to be provided during 1907. But the 
world has not got it; therefore it cannot provide it. Add to this 
the effect of catastrophes such as the San Francisco and Valparaiso 
earthquakes, which cost something like $200,000,000, and you 
will have a perfectly clear explanation of the existing crisis, the 
rise in the interest rate and the fall of investment securities. The 
truth is, nations, quite as well as individuals, have reached the 
point where they must limit their undertakings to the possibilities 
of the case; that will be done, if not willingly, then by force of 
events. 


M. Leroy-Beaulieu’s inference, it may be added, was 
that the strain would relax automatically; that money 
would remain in strong demand for a couple of years more, 
and that gradually a normal situation would return. He 
did not allow for the possibility of such a crash as actually 
occurred, which would accomplish in a few months the 
readjustment to which he allotted a term of years. But 
very few other people, even two months before the panic 
of October, would have judged the matter any differently. 
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It now remains to show exactly what were the conditions 
on home and foreign markets which called forth these note- 
worthy analyses and predictions. In 1905 the issues of 
new securities on the London market footed up £167,187,- 
000, compared with £123,000,000 the year before and with 
£108,463,000 in 1903. The figure for 1905 exceeded any- 
thing recorded in the London market’s history since the 
wild promotion era which immediately preceded, and 
directly caused, the so-called ‘‘Baring panic” of 1890. 
In the United States the story was similar. In the two 
years 1905 and 1906, $872,000,000 in new bonds, not 
issued to replace old securities, were listed on the New 
York Stock Exchange, whereas, even in the extravagant 
promotion period of 1900 and 1901, the total was only 
$367,000,000. Of stocks the increase was not so rapid, 
and the grand total fell substantially below the record of 
1901, new stocks listed in 1906, for instance, footing up 
$237,000,000 as against $429,000,000 in 1901. But this 
showing is inconclusive from the fact that, long before 
1906 had reached its end, the capacity of the American 
money market to absorb new stock and bond issues had 
approached the point of exhaustion, and railroads and in- 
dustrial companies alike were borrowing enormous sums 
on two and three year notes, paying high rates of interest. 
The total of such securities, issued during the twelve 
months before the panic of 1907, was between $250,000,000 
and $350,000,000. It may be observed that these issues 
were themselves in a sense a sign of a credit crisis, yet 
that they long preceded the outbreak of what is popularly 
called the 1907 panic. 

The third consideration, to which I need advert only 
briefly, is the condition of the foreign money markets them- 
selves during the two years before the October panic. 
The following table, giving bank rates at the various 
European centers on the last day of December, in 1904, 
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1905, 1906, and 1907, will graphically illustrate the change 
which came over these various markets during the period :— 


At the end of 
1907 1906 1905 1904 
Per cent. Per cent Per cent. Per cent 
ee 74 7 6 5 
7 6 4 3 
a 4 3 3 3 
Switzerland 54 54 5 44 
[ee 8 6 5 44 
6 4} 4} 34 
New York’ . 22 20 25 4 


It will be seen that the Bank of England rate had reached 
6 per cent. before the close of 1906, whereas the 6 per cent. 
rate had not been touched at all at that institution in the 
sixteen preceding years, except during the financial crisis 
of the Boer War of 1899 and during the London panic of 
November, 1890. With both the Bank of England and 
the Bank of Germany the reflection of a serious strain, 
during the period preceding the panic of 1907, was as pro- 
nounced in its way as it was in the statement of the same 
period by the New York Associated Banks. In the fifteen 
years prior to 1905 the New York banks have been forced 
to allow their cash reserves to run below the legal ratio 
of 25 per cent. to deposits only during the London panic 
of 1890, our own panic of 1893, the Boer War crisis of 1899, 
and for one week at the height of the speculation in 1902. 
Beginning, however, with the autumn of 1905, such defi- 
cits were reported in two weeks of that year and in five 
weeks of 1906. It was pointed out as a highly significant 
fact that in 1906 these so-called ‘‘ deficit periods” at New 
York occurred in April, in September, and in November, 
thus showing the crisis to be not temporary, but continu- 
ous. 


1 Rate for call money on the Stock Exchange. 
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Having now surveyed the general conditions which pre- 
vailed in the whole financial and economic world during 
the two-year period preceding our panic of 1907, it will 
naturally be inquired exactly to what extent markets out- 
side of our own suffered an actual collapse of credit, such as 
New York and the United States at large sustained in the 
last months of 1907. In this regard the record is extremely 
instructive, and it is a record which has been altogether 
too much ignored in writings on the subject; for the ten- 
dency of people, especially in business life, is, as I have 
said already, to take it for granted, in a time of serious 
crisis, that the catastrophe is pretty much confined to their 
own particular market or community. The opening of 
1907 found at least half a dozen communities outside the 
United States in a condition almost precisely resembling 
our own. It is not even true that the New York market 
was the first to pass into actual financial and commercial 
crisis. 

After the period of acute strain began in January, 1907, 
the Egyptian markets fell into outright panic during April. 
The situation then prevailing was thus described in the 
Alexandria correspondence of the London Economist:— 


The financial crisis threatening Egypt since January culminated, 
at the beginning of the present week, in a deadlock from which it 
seemed impossible for the market to extricate itself. Piles of 
shares were waiting to be sold, though the market was so satiated 
with paper that the offer of threescore shares in any security 
sent down quotations whole points. It was equally difficult at one 
time to buy. It was well known that a number of small houses 
were tottering, and when the crisis became most acute, one of 
these firms suspended payments. 


A “hoarding panic” followed, which was broken only 
by instantaneous shipment of $3,000,000 gold from Lon- 
don. “The consequences of the crisis,” said the chair- 
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man of the Bank of Egypt, at the shareholders’ annual 
meeting later on, ‘was felt not only by the persons imme- 
diately concerned in the speculative business which had 
been going on, but by all other undertakings in Egypt.” 
The gambling spirit, Lord Rathmore further explained, 
had been in land and shares; ‘“‘people were apparently 
mad; I do not know what other word to use; they seemed 
to think that every company that came out was worth 
double its value before it had even started business.” 
In May of 1907, runs of depositors at the Egyptian capital 
began, and one of the important banks was compelled 
to close its doors. The situation was epitomized by an 
important Egyptian financier in these words: ‘We have 
been working beyond our means, by using capital 
which was not ours.” 

This, it will be observed, occurred four months before 
the outbreak of the panic in New York. At almost 
exactly the same time, and on the other side of the world, 
the Japanese market was similarly falling into panic. 
The review of the year, given by the Governor of the 
Bank of Japan a good while afterwards to the share- 
holders of that institution, thus described the episode :— 


From the second half of the preceding year (1906) when the 
fever of enterprise rose high, and when various causes contrib- 
uted to aggravate it, men of judgment had already begun to look 
askance at this state of affairs. But as there were no means to 
check the trend of public feeling, it continued. To our deep 
regret, nevertheless, in May and June some banks were compelled 
to suspend payment because, the root of their trouble being deep 
seated, no means of getting efficient succor were available. 


On October 17, a week before the New York panic, 
there occurred in Hamburg what a correspondent of the 
London Economist described as “the biggest financial 
disaster that had overtaken the city since 1857.” This 
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was the failure of the powerful banking house of Haller, 
Soehle & Company. A few weeks later this same corre- 
spondent continued the story: ‘Since the first severe 
shock to credit was experienced here some weeks ago, 
in the downfall of Messrs. Haller, Soehle & Company, 
it was fully expected that many other firms would feel 
the strain of 8 per cent. and 10 per cent. money almost 
to breaking point, and, indeed, suspensions of important 
commercial and industrial firms have since then multi- 
plied, both here and in other parts of Germany.”’ 


So much for the record of panics, of greater or less magni- 
tude, occurring in other markets during 1907 and before 
our own. Those which we have enumerated occurred, 
it will be noticed, in Europe, in Asia, and in Africa,—a 
fairly world-wide distribution. It was left for the next, 
@ very serious panic, to occur in yet another continent. 
In October, almost simultaneously with our own New York 
crisis, there broke out a panic of the first magnitude in 
Chile. Weakened, no doubt, by the Valparaiso earth- 
quake of August, 1906, the Chilean market had been rais- 
ing a signal of distress ever since its own wild speculation 
had culminated. For Chile, too, had been plunging into 
speculation and promotion. The British consul at Val- 
paraiso wrote to his government as early as 1905: “‘The 
only apparent factor that restricts operations in all direc- 
tions is the scarcity of labor; wages and salaries have risen 
greatly and continue to rise, as all employers are on the 
lookout for workers. As money became more plentiful, 
the price of provisions rose and money became more ex- 
pensive.” The capital which was thus being so freely 
spent was borrowed, and the accumulating indebtedness 
of Chile was reflected, long before the actual outbreak in 
panic, by a fall in the exchange rate from 13{ pence per 
peso, which itself was far out of line with parity, to 12 in 


A YEAR AFTER THE PANIC OF 1907 205 


the early days of October and to 8} before the year was 
over. This amounted practically to depreciation of the 
currency. It was followed by a run on the Chilean banks 
and by complete disorder in business circles at Santiago 
and Valparaiso, by the failure of the large Mobiliario 
Bank of the first of these cities, and by a banking crisis 
which was repurted to have inspired an effort at relief 
by the Chilean government, through issue of short-dated 
Treasury bonds to the threatened institutions,—a curious 
imitation of our own government’s abortive procedure in 
November. 

And to this array of instances where the world-wide 
financial crisis of 1907 struck with great violence other 
markets than our own may, perhaps, be added the expe- 
rience of Holland. Reviewing, in a subsequent annual 
report, the year’s history in that market, the president of 
the Bank of the Netherlands remarked that in 1907 :— 


we anticipated great difficulties when we found that the strin- 
gency in the international money markets, the peculiar character 
of which was described in our former reports, not only continued 
without abatement, but even ultimately assumed a still sharper 
character. .. . The course of affairs in the provinces caused us 
almost insistent anxiety and exertion. There a serious feature of 
the prevailing crisis, namely, the continuous falling price of Ameri- 
can shares and other securities, caused the failure of many firms 
and banks which had been hitherto considered as thoroughly 
sound. 


It may be said that this list fairly sums up the markets 
where the crisis of 1907 caused actual financial break- 
down; for the so-called panics in Genoa before our Octo- 
ber troubles, and in Copenhagen afterward, were due to 
peculiar causes,—a tangle over Stock Exchange relations 
with the Italian public authorities in the one case, and a 
heavy defalcation by a trusted promoter of large enterprises 
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on the other. Yet even these episodes were undoubtedly 
aggravated and brought to a head by the conditions which 
caused genuine panic in other localities, and the list as 
it stands gives abundant proof of how mistaken is that 
view which assumes that the American difficulties made up 
the whole history of the year’s troubles, and how exceed- 
ingly superficial are the popular explanations, derived from 
American prejudice, to which I have already referred. 
The case simply was that the crisis affected the world at 
large, part of the world passing through the acute stage 
before our own markets did. It is equally true, as I have 
shown, that the causes of the entire episode were world- 
wide in their scope. The truth of the matter is that the 
strain on the financial world was of so severe a character 
that it was bound to result in a break in the chain of credit, 
wherever the link was weakest or wherever the strain was 
greatest. The link was weakest, no doubt, in markets 
such as Egypt and Chile: the strain was incalculably great- 
est in New York, where credit had been so grossly abused, 
and where inflation of prices had prevailed on such a scale 
of magnitude as to render the situation, despite the 
country’s immense resources, more vulnerable than that 
of any other in the long chain of connecting markets. 


What actually happened, then, in the episodes which 
economists will hereafter describe as the financial and 
economic crisis of 1907, was the fulfilment of M. Leroy- 
Beaulieu’s prediction, but in a different way from what 
the author of that prediction anticipated. A great com- 
munity, and at times the world at large, may do exactly 
what the individual business man will do in a period of 
speculative excitement and over-confidence,—commit it- 
self so deeply to a heavy burden of demand liabilities that 
credit facilities are no longer available. With an indi- 
vidual there are two possible familiar sequels to such a state 
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of things,—gradual liquidation, which shall eventually 
restore the equilibrium between assets and liabilities, or a 
sudden sharp plunge into insolvency. Somewhat the same 
alternative presents itself to financial and industrial mar- 
kets. The French economist was right in foreshadowing 
compulsory readjustment of the whole world’s debt, trade, 
speculation, prices: he did not allow for markets which 
could not await the process of deliberate liquidation. 

Nations like England and France, which at no time dur- 
ing 1907 suffered from actual financial panic, have never- 
theless been compelled, along with nations which shared 
in outright panic, to readjust their financial and industrial 
affairs. I have already shown how the Economist’s index 
number of commodity prices, after rising from 1,885 in 
the middle of 1897 to 2,136 at the end of 1904, further 
advanced to 2,601 in June, 1907. From that great height 
the monthly compilation (based, let it be observed, on 
prices in English markets) had descended to 2,414 at the 
end of October, to 2,360 at the end of 1907, to 2,263 at the 
end of March, 1908, and to 2,168 at the end of last August, 
from which level there has been a slow recovery. In 
other words, average prices of commodities on the world’s 
markets lost, in the fourteen months between June, 1907, 
and September, 1908, nearly all of the 21 per cent. en- 
hancement scored in the great industrial “‘boom”’ between 
1904 and the middle of 1907. This downward tendency 
was most marked—as it should have been, in reaction from 
over-exploiting of industry—in the raw material of manu- 
facture. Thus iron declined on the New York cash mar- 
ket from $26 per ton in January, 1907, to $16.75 in May, 
1908; copper from 254 cents a pound in March, 1907, to 
124 cents in October of the same year; tin from $44.474 in 
May, 1907, to $25.70 in December; lead from 6} cents 
in February, 1907, to 3$ in December. 

This fall in prices of commodities from their previous 
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extravagant heights was an immediate consequence of 
suddenly diminished consumption the world over. In 
the process of contraction it was natural that the United 
States should lead, both because the crisis itself was more 
severe in this country than in any other, and because we 
had outstripped all other communities in our previous com- 
mercial extravagances. During the first ten months of 
1908 our merchandise import trade decreased $319,000,- 
000 from 1907, or no less than 26 per cent., and even our 
exports, despite enormous shipment of wheat to meet 
Europe’s shortage, fell off $109,000,000. But Great 
Britain’s merchandise imports for the same period also 
declined 11} per cent. from 1907, and its exports 12} per 
cent., the total shrinkage in both classes of trade being 
no less than $231,000,000. France notoriously passed 
through the panic period more completely unscathed than 
any other nation. It had, indeed, held back cautiously 
from participation in the speculative craze of 1905 and 
1906. Yet even with France, merchandise imports de- 
creased $21,800,000, or 2} per cent., in the first ten months 
of 1908, while exports fell off 64 per cent., almost the whole 
of the $60,000,000 shrinkage occurring in export of manu- 
factures. In Germany, during the nine first months of 
the present after-panic year, merchandise imports de- 
creased $102,000,000, or 6} per cent., and exports $18,000,- 
000, or 1# per cent. These are perhaps dry details, but 
they tell the story of the reaction from the strain de- 
scribed by Mr. Rozenraad, through the process foreshad- 
owed by M. Leroy-Beaulieu, more graphically than it 
could be shown in any other way. 

It is a striking fact that even these drastic reductions 
have not brought international trade to a level much, 
if any, lower than that of 1904, just before the epoch of 
world-wide industrial inflation and speculation had its 
beginning. The sequel to the process of reaction has been. 
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a slow but steady recuperation from the crisis of 1907 
in nearly all great states. It is probably true, indeed, 
that this process of recovery has been more rapid than in 
the twelvemonth after either of our two last great panics, 
1893 and 1873. Egypt, perhaps, of all the markets which 
were subjected to actual panic, has the poorest account to 
make of itself. The chairman’s report to the Anglo- 
Egyptian Bank’s shareholders’ meeting in London, this 
past November, makes the significant assertion that in 
Egypt “values of urban and suburban lands and proper- 
ties must still be considered quite nominal.’”’ Elsewhere 
improvement has been fairly continuous during 1908, 
tho industrial activity, and what the markets call pros- 
perity, are still very far behind what was witnessed in 1906. 
At the present writing, December, 1908, iron production in 
the United States is 28 per cent. below the corresponding 
month in the active year 1906, the Steel Corporation’s 
output is less than 60 per cent. of capacity, and general 
trade does not average three-fourths of normal volume. 
When, however, one recalls that in the United States the 
period of “‘after-panic hard times,’ following the crisis 
of 1893, was not really ended until 1897; that trade de- 
pression, after our panic of 1873, was fairly continuous 
until 1878; that in England genuine revival did not come, 
after the “Baring panic” of 1890, until 1895, nor, after 
the panic of 1866, until 1871,—it may fairly be concluded 
that the process of recuperation, in the present instance, 
has gone forward at a gratifying pace. 


The danger—if danger there be—lies in the chance of 
our markets taking too much for granted, and proceeding 
with ambitious plans of industrial expansion when. the 
consuming community is not ready to sustain it. This 
blunder was made, with highly unfortunate results, within 
two years of the July panic of 1893. A favorable turn 
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in our Treasury’s position at the opening of 1895, through 
a contract with a banking syndicate to prevent gold ex- 
ports and impairment of the government’s gold reserve, 
happened to coincide with a period when merchants’ 
shelves and yards were almost bare of goods. Leaping 
to the inference that the hour of another “trade boom” 
was at hand, manufacturers proceeded at once to increase 
production and to mark up prices,—iron, for instance, 
rising in less than six months from $9 per ton to $12, and 
weekly output, at American foundries, from 158,000 tons 
in April to 217,000 in November. A general chapter of 
speculation followed; but, being based on erroneous ideas 
regarding the real condition of this and other countries, 
it ended by inflating imports and curtailing exports, re- 
versing the foreign exchanges, breaking down the protec- 
tive measures against gold shipments, and loading mer- 
chants’ shelves with goods which could not be marketed, 
and the pressure of which had a hand in the profoundly 
discouraging trade of 1896. 

To draw an analogy between the present situation and 
that of 1895 would not be safe. In the existing economic 
position there are elements of strength, financial and indus- 
trial, which did not exist in 1895. Nevertheless, the sudden 
and violent return of the fever of speculation, especially 
on the stock markets of 1908, is not an altogether reassur- 
ing sign. The salient phenomena of the year, in the 
United States, have been not only the genuine and per- 
sistent optimism of the business community,—that was 
exhibited in 1874 as well,—but an obstinate determina- 
_ tion, on many markets, to see things as they are not; 

to insist that the pace of recovery is more rapid than the 
trade statistics prove it to be; and to assume, on repeated 
occasions, that the wild “trade boom” of 1906 is about 
to be resumed. 

This tendency found its complete expression in that 
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extraordinary novelty of this after-panic year, known 
as the “Sunshine movement” and embodied in the “ Pros- 
perity League,” the basis of whose organized action was 
to persuade the community that, if they believed them- 
selves to be prosperous, they would be prosperous; whose 
methods were illustrated by the fixing, by resolution, of 
an arbitrary date as “Re-employment Day,’ and whose 
theories were expressed by the public advice of the presi- 
dent of a city branch: “Let the people resume business 
the way they were doing twelve months ago, start every- 
thing with a hurrah, and we will forget all about the panic 
in a day or two.’’ 

It hardly need be said that the business community 
did not adopt this sage counsel. But the Stock Exchange 
did, and the extravagances of the first half of November— 
under the somewhat simple illusion that Mr. Taft’s elec- 
tion had somehow created a new industrial situation— 
showed at least some signs of a similar spirit in certain 
walks of trade. The truth regarding the industrial his- 
tory of 1908 is that reaction in trade, consumption, and 
production, after the panic of 1907, was so extraordinarily 
violent that violent recovery was possible without in any 
way restoring the actual status quo. At the opening of 
the year, business in many lines of industry was barely 
28 per cent. of the volume of the year before: by mid- 
summer it was still only 50 per cent. of 1907; yet this 
was astonishingly rapid increase over the January record. 
Output of the country’s iron furnaces on January 1 was 
only 45 per cent. of January, 1907: on November 1 it 
was 74 per cent. of the year before; yet on September 
30 the unfilled orders on hand, reported by the great 
United States Steel Corporation, were only 43 per cent. 
of what were reported at that date in the “boom year” 
1906. 

The great volume of idle capital and idle bank reserves 
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has explained a good part of the Stock Exchange’s extrava- 
gant speculation. With the surplus reserve of the New 
York Associated Banks up to $65,000,000 at the end of 
August,—a surplus never but once exceeded in the market’s | 
history,—and with money lending on two months’ time 
banking in Wall Street, at so nominal a rate as 2 per cent., 
the groundwork of stock speculation for the rise was 
obvious. But thoughtful people could not well ignore 
the fact that the idle bank reserves, like the idle labor 
of the day, were themselves a sign and symptom of 
industrial reaction, and were apt themselves to disap- 
pear in the face of genuine trade recovery. 


That, however, is a matter for the future. The fact 
of genuine and encouraging progress towards a normal 
state of things is already well established. That progress 
I have shown, moreover, to have been achieved through 
attacking the true cause of the crisis of 1907. That cause 
was not an imperfect American currency, nor “ President 
Roosevelt,” nor even, primarily, unsound banking prac- 
tices at New York, but the extravagant over-exploiting 
of capital and credit throughout the industrial world. 


ALEXANDER D. Noyes. 
New Crry. 
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ON THE CONCEPT OF SOCIAL VALUE. 


SUMMARY. 


I. Methods of pure theory are individualistic, 214.— II. Meaning of 
the concept of social value, 217.— III. Concept of social value opens 
up an optimistic view of society and its activities, 222.—IV. Relation 
of the theory of prices to the concept of social value, 225.— V. Sum- 
mary, 231. 


Ir is but recently that, in pure theory, the concept of 
social value came into prominence. The founders of what 
is usually called the ‘‘modern” system of theory, as dis- 
tinguished from the ‘“‘classical,’’ never spoke of social, but 
only of individual value.’ Recently, however, the former 
concept has been introduced by some leaders? of economic 
thought, and has quickly met with general approval. 
To-day it is to be found in nearly every text-book. 
Since it is generally used without careful definition, some 
interest attaches to a discussion of its meaning and its réle; 
and it is the purpose of this paper to contribute to such a 
discussion. The reader is asked to bear in mind, first, that 
our question is a purely methodological one and has nothing 
whatever to do with the great problems of individualism 
and collectivism; further, that we shall consider the ques- 
tion for the purposes of pure theory only; and, finally, that 
we confine our inquiry to the concept of social value with- 
out including several other concepts which also have social 
aspects. 

1 Jevons, Walras, and others. 


2 Especially Professor J. B. Clark, whom the writer desires especialiy to thank 
for his kindness in revising this manuscript. It is interesting to note that Professor 
v. Wieser’s ‘‘natural value”’ is a kind of ‘‘social value,” too. Much less importance 
than to either of these attaches to Stolzmann (Die soziale Kategorie, 1896). 


? For instance, social capital, national dividend, national income, Volksver- 
magen, richesse sociale. They were mostly used by Adam Smith and have been care- 
fully discussed often since. Marshall, Held, A. Wagner, among others, have paid 
special attention to them. C/. also R. Meyer, Wesen des Kinkommens. 


+ 


214 QUARTERLY JOURNAL OF ECONOMICS 


I. At the outset it is useful to emphasize the individual- 
istic character of the methods of pure theory. Almost 
every modern writer starts with wants and their satisfac- 
tion, and takes utility more or less exclusively as the basis 
of his analysis." Without expressing any opinion about 
this modus procedendi, I wish to point out that, as far as 
it is used, it unavoidably implies considering individuals 
as independent units or agencies. For only individuals 
can feel wants. Certain assumptions concerning those 
wants and the effects of satisfaction ori their intensity give 
us our utility curves,’ which, therefore, have a clear mean- 
ing only for individuals. These utility curves, on the one 
hand, and the quantities of procurable goods correspond- 
ing to them, on the other, determine marginal utilities 
for each good and each individual. These marginal utili- 
ties are the basis and the chief instruments of theoretical 
reasoning; and they seem, so far, to relate to individuals 
only. It is important to note that, for the purposes of a 
theory of utility and value, it is not sufficient to know 
merely the quantities of goods existing in our theoretical 
country taken as a whole. Not only must the sum of 
individual wealth be given, but also its distribution among 


{ individuals. Marginal utilities do not depend on what 
_] society as such has, but on what individual members have. 


Nobody values bread according to the quantity of it which 
is to be found in his country or in the world, but everybody 
measures the utility of it.according to the amount that he 
has himself, and this in turn depends on his general means. 
The distribution of wealth is important for determining 
values and shaping production, and it can even be main- 
tained that a country with one and the same amount of 
general wealth may be rich or poor according to the manner 


1In case there should be any doubt about this point of our argument, cf. 
Marshall’s Principles, which can be taken as typical. 


2 Cf. W. 8. Jevons’s theory. These curves are what Professor v. Wieser calls 
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in which that wealth is distributed. For two reasons we 7” 
have to start from the individual: first, because we must 
know individual wants; and, secondly, because we must 
know individual wealth. J 

Marginal utilities determine prices and the demand and 
the supply of each commodity; and prices, finally, tell us 
much else, and, above all, how the social process of distri- 
bution will turn out. We gather from the theory of prices 
certain laws concerning the interaction of the several kinds 
of income and the general interdependence between the 
prices and the quantities of all commodities. This, in 
nuce, is the whole of pure theory in its narrowest sense; 
and it seems to be derived from individualistic assumptions 
by means of an individualistic reasoning. We could easily 
show that this holds true not only for modern theories, but 
also for the classical system. It is submitted that this 
treatment of economic problems is free from inherent 
faults, and, as far as it goes, fairly represents facts. 

It now becomes clear that the same reasoning cannot 
be directly applied to society as a whole. Society as such, 
having no brain or nerves in a physical sense, cannot feel 
wants and has not, therefore, utility curves like those of 
individuals. Again, the stock of commodities existing 
in a country is at the disposal, not of society, but of indi- 
viduals; and individuals do not meet to find out what the 
wants of the community are. They severally apply their 
means to the satisfaction of their own wants. Theory does 
not suggest that these wants are necessarily of an exclu- 
sively egotistical character. We want many things not for 
ourselves, but for others; and some of them, like battleships, 
we want for the interests of | the community only. Even 
such altruistic or Social wants, however, are felt and taken 
account of by individuals or their agents, and not by so- 


1The reader will observe that here and elsewhere Dr. Schumpeter uses the 
word ‘‘price” in the manner of the German Preis,—substantially in the sense 
of value-in-exchange. Jditors. 
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ciety as such. For theory it is irrelevant why people de- 
mand certain goods: the only important point is that all 
things are demanded, produced, and paid for because 
findividuals want them. Every demand on the market 
is therefore an individualistic one, altho, from another 


_) point of view, it often is an altruistic or a social one. 


The only wants which for the purpose of economic theory 
should be called strictly social are those which are con- 
sciously asserted by the whole community. The means of 


_ satisfying such wants are valued not by individuals who 
_ merely interact, but by all individuals acting as a com- 
_ munity consciously and jointly. 


’ This case is realized in a communistic society. There, 
indeed, want and utility are not as simple as they are in 
the case of individuals. Altho it would have to be deter- 
mined somewhat artificially what the wants of such a so- 
ciety were, it is clear that we could speak of social utility 
curves. Furthermore, society would have direct control 
of all means of production, and could dispose of them much 
as could an isolated man. Production and distribution 
would, in fact, be ruled by social value and social marginal 
utilities; and in this part of economic theory such con- 
cepts have a place. 

But outside of the domain of communism we see, so 
far, only individual wants, values, and demands and their 
interaction. It is true that in some connections, and, in 
particular, in applying pure theory to practical problems, 
it is desirable to combine all the individual demand and 
supply curves into general demand and supply curves. 
In similar connections we speak of general utility curves. 
But these are by no means the same as the utility curves 
of a communistic society. They resemble them and have 
about the same shape; but they refer to individual wants 
and to a given distribution of wealth. Being only combi- 
nations of individual curves, they cannot be understood 
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without these, and they are not what they would be in a 
communistic society. In the two types of society different 
commodities would be produced, and the same commodi- 
ties would have different values. They would be pro- 
duced in different quantities and would be differently 
apportioned among the members.’ 

II. It follows from what we have said that no obvious 
or natural meaning attaches to the concept of social 
value in a non-communistic society. We shall proceed, 
therefore, to examine the uses made of it, in order to get 
a well-defined idea of the character and the importance 
of this instrument of economic thought. 

Many writers call production, distribution, and exchange 
social processes, meaning thereby that nobody can per- 
form them—at least the two last named—by himself. 
In this sense, prices are obviously social phenomena.’ 
Others explain certain fundamental truths by means of 
a “representative firm’’; that is to say, by considering 
society, for the moment, as one great establishment,’— 
a method which is very useful for certain purposes. It! 
is very usual, finally, to speak of society as such consuming 
and producing, directing the agents of production, and 
soon. This is meant to emphasize the mutual interaction_} 
of individuals and the manifold social influences under 
which all of them live and work. Altho not quite pre- 
cise, this way of expressing one’s self is often a convenient 
Bpaxvdoyia. The concept of social value is frequently 
used in connection with such sayings, but here its réle 


1 The principle upon which our general demand curves are constructed is this: . 
their abscissas represent quantities demanded in a market, and the ordinates equilib- 
brium prices corresponding to those quantiti These equilibrium prices are given 
by the individualistic theory cf prices, and the curves which describe them are 
different from what we should call social demand curves or curvesof a communistic 
society. The expressions ‘‘general curves” and "‘social curves” ought to be kept 
distinct. 


2 Cf. Professor J. B. Clark’s Essentials of Economic Theory. 
2 This metaphor is very often used, especially by Marshall. 
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is not very important and its use does not involve 
any opposition to the individualistic methods and con- 


T cepts of theory. It is a summary expression for certain 


phenomena, and its meaning is pretty clear. It expresses 
the fact of mutual interaction and interdependence be- 


_|tween individuals and the results thereof. 


So far we have not, I think, travelled over very con- 
troversial ground. But we now approach two more im- 
portant applications of our concept, which fairly cover 
the whole range of applications of it within the field of 
pure theory. In the first of these it is said that ‘‘it. is 
society—and not the individual—which sets a value on 
things”;' and in the second that ‘“‘exchange-value is 
social value-in-use.” ? 

That it is society as a whole which sets values on things 
can be true in different senses, which are admirably stated 
by Professor Seligman. This dictum may be nothing 
more than the short expression already referred to. It is 
evidently true, moreover, that, if value means “‘exchange- 
value,” it is, of course, not fixed by any single individual, 
but only by the action of all. Even then, however, it 
would not simply be the aggregate of wants that fixes 
values, but only this aggregate acting according to the 
self-interest of individuals and to the distribution of 


[ wealth among them. But our question is whether social 


value can be considered as an independent agency, which 
can be substituted, partly at least, for the idea of individual 


_| values; and we need to examine this wider claim. There 


are two important facts to support it. First, it is only 


‘ _ | so long as an individual is isolated that the total as well 
| as the marginal utilities of all commodities he may pos- 


1 Cf. Professor Seligman’s Principles, p. 179 seg. The present writer agrees. 
entirely with most of his statements. This paper analyzes our concept more with 
a view to what can be expected from it in future than to a criticism of its present 
uses. 

2“ Tauschwert ist gesellschaftlicher gebrauchswert.” C/. Rodbertus, “ Zur 
Erkenntnis unserer staatswirtschaftlicher Zustande,” passim. 
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sess depend exclusively on him. All utilities are changed 
when he lives within society, because of the possibility 
of barter which then arises. This possibility alters at 
once the individual’s appreciation of his goods. It has 
an effect on their values similar to the discovery of new 
ways of using them. Our individual will now put a new 
value on his goods because of what he can get for them 
in the market; and this new value depends on how much 
other people want them. This fact may be said to show _| 
a direct social influence on each individual’s utility curves. 

Secondly, there are other influences of a similar kind. 
Every one living in a community will more or less look 
for guidance’ to what other people do. There will be a 
tendency to give to his utility curves shapes similar to 
those of other members of the community. Every one’s 
valuations will be influenced by the fact ‘‘ that he compares 
them consciously or unconsciously with those of his neigh- 
bors.” The phenomenon of fashion affords us an obvious 
verification of this. Moreover, the same holds true of 
the ‘‘cost side” of economic phenomena. Every one’s [ 
costs depend, in an easily perceptible way, on every one 
else’s costs, so that the individual cost curves, for each 
community, are interdependent and govern each other. _| 

This is important. Social influences like these are the 
keys to a deeper understanding of the whole life of the 
functions of the body politic, and the analysis of them 
may lead to new and valuable results. To-day we know 
very little about our utility curves, and are forced to 
make assumptions’? about their shape. 

We must look at individual demand curves and marginal 


1 Cf. Seligman, loc. cit. 

2 A most interesting assumption would be that, at a given time and in a given 
place, individual utility curves for each commodity do not differ very much from 
each other. To-day we do not assume anything of this sort, but fashion, imitation, 
etc., might support such an hypothesis, the importance of which it is needless to 
emphasize. 

2 This has been tried, without however meeting approval, by W. Launhardt. 
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utilities as the data of purely economic problems outside 
a communistic society. Social influences form them, but 
jor us they are data, at once necessary and sufficient, 
from which to deduce our theorems. We cannot substi- 
tute for them “the community of wants” or the idea of 
society as such fixing values. That this is so we shall try 
presently to prove; but, if so, it re follow that this 
munistic society, no other then a oS yt meaning: 
that it may not be wrong, but that it is superfluous and 
only 8) synonymous with.what- -the concept of ‘interaction 
Of i individuals” expressed ; and that we had better avoid 
“it, since it lends itself to doubts and to misinterpre- 
tation. 

If it be really society that fixes values, then the exchange 
values of things could be called social values-in-use. This 
theory we may proceed to discuss now. Rodbertus held 
this view, and it amounts to saying that exchange-values, 
as represented by prices in a market, are identical with 
the values which the same commodities should have in a 
communistic society. Perhaps it is implied that, if so- 
ciety as such should value things, it would put the same 
values on them as are expressed by their prices under 
present circumstances, or that market prices express 
relative values of things which correspond to what they 
are worth from the standpoint of society as a whole. It 
may, in explicit terms, be held that what appears prima 
jacie as the result of individual actions turns out, in the 
end, to be the very thing that would be brought about 
by the conscious action of society itself. This would, 
at any rate, be the proper and the most interesting mean- 
ing of the formula. This interpretation is confirmed by 
sayings like these: ‘“‘The group finds, after comparing 
individual preferences, that the desire unsatisfied, for in- 
stance, by the lack of an apple is three times as great as 
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that unsatisfied by the lack of a nut.”’ ‘Value is the ex- 
pression of social marginal utility.’’* 

Is this true, and under what conditions? It is obvi- 
ously true for a communistic society. But for a non- 
communistic one it would be a fair representation of 
facts on these conditions only,— 

(1) if its members were in the habit of meeting to 
express their wants and if equal account were taken of 
all of them, regardless of their wealth; 

(2) if the same kinds and amounts of commodities 
were produced in both cases; 

(3) if the principle of distribution were the same in 
both cases. 

These conditions are not fulfilled. We have already 
touched upon the first. As to the second, it seems to be 
beyond doubt that production, under the influence of de- 
mand from individuals possessing different amounts of 
wealth, will take a different course from that which it 
would take in a communistic society, and that different 
kinds and amounts of commodities will be produced. This 
fact will alter the values of the products. The principle 
of distribution might, indeed, conceivably be the same in 
(either case. But the principle now in operation is that of 
} marginal efficiency; and it is probable that, in many cases, 
_ another principle—that of want, for example—would more 
commend itself to a socialistic community. Sucha com- 
munity might apportion goods among its members accord- 
ing to their several needs. But, disregarding this, we easily 
see that, even if the principle of efficiency were applied in 
both cases, it would mean, in the one case, distribution 
according to personal efficiency, in the other distribution 
according to the efficiency of the productive agency one may 
possess. Land and capital are factors in the second case, 
and this makes a decisive difference. 


1 Seligman, pp. 180, 182. 
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, Hence it follows that to substitute for the many indi- 
vidual values the idea of a social value cannot lead to more 
‘than an analogy. This analogy is separated from reality 
by a great gulf,—by the fact that values, prices, and shares 
in the social product all depend on, and are dominated by, 
‘the original distribution of wealth. Rodbertus’s saying, 


taken verbally, is altogether wrong. This we shall prove 
‘more fully by discussing its application to the problem of 


distribution. 

III. We now approach the most important aspect of 
the theory of social value, and that which makes the sub- 
ject worth discussing. The concept of social value is chiefly 
instrumental in opening up a thoroughly optimistic view 
of society and its activities. It affects an important theory 
and great practical conclusions, and in these the chief 
interest of the subject centres. Vastly more than ter- 
minology is at stake. As the reader knows, the theory 
is that even in a non-communistic society each factor of 
production ultimately gets what its services are worth 
to the community. 

The practical importance of this theory is obvious. 
It tends to show that economic forces are not only of the 
same nature, at all times and everywhere, but also that they 


? lead, under a régime of free competition, to the same re- 
+ sults as in a communistic society. Competition and pri- 


vate ownership of productive agents are held to bring about 
a distributive process quite similar to one regulated by a 
benevolent and intelligent ruler. This theory attributes, 
indeed, to the law of social value the functions of such a 
ruler. Society itself is called upon to sanction what is 
actually happening, and it is assumed that, apart from 
minor grievances, there is little to complain of. 

It would be possible to trace this view to a period far 
back in the past. Some of the classical economists and their 
immediate followers inclined toward it. With McCulloch 
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political economy was not always a dismal science; and 
others went much farther in this direction,—Bastiat and 
such later writers as M. Block, P. Leroy-Beaulieu, and G. 
de Molinari. But it is essential to distinguish this group 
of economists, whose importance, never very great, is now 
rapidly declining, from those modern writers with whom 
we are here concerned. While the former confine them- 
selves to general philosophies about the excellence of free 
competition and laisser faire, the latter have developed 
a scientific theory, the originality and merits of which have 
rightly led to its present vogue. The former are indi- 
vidualists in every sense, the latter emphasize the social 
aspect of economic things. This new theory was first 
expounded by J. B. Clark and v. Wieser." The work most 
typical in this respect is, as far as I know, Carver’s Distri- 
bution of Wealth.’ 

For the system of economic science the main importance 
of this theory lies in the fact that, if distribution can be de- 
scribed by means of the social marginal utilities of the fac-* 
tors of production, it is not necessary, for that purpose, 
to enter into a theory of prices. The theory of distribu- 
tion follows, in this case, directly from the law of social 
value. This theory, indeed, seems to be the starting-point 
of the concept of social value and the main theoretical 
reason for its introduction; and it helps to set forth all 
economic phenomena, and especially those of wages and 
interest, in a very simple manner,—one that is much more 
lucid and attractive than that derived from an intricate 
and cumbersome theory of prices. The first step is to 
describe things in a communistic society. Then it has to 
be shown or assumed that what happens in a non-commu- 
nistic society is not essentially different, and that the same 


1I know not of any followers of v. Wieser in the respect under discussion. 

2The reader who is interested in Professor Carver’s views should compare with 
this statement his own interpretation of the social bearing of the theory under dis- 
cussion. See this Journal, vol. xv. p. 579. Editor. 
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theorems apply in both cases. From this follows, on the 
one hand, the theory of social value as the guiding prin- 
ciple of economic activity, and, on the other hand, that 
brighter view of everything happening in competitive 
society. 

This last step follows as a consequence of the two others. 
There is no doubt about the first step; for, certainly, the 
concept of social value is the only available instrument 
for explaining the economic life of a communistic society. 
Itenables us to showsatisfactorily how such a society carries 

.on its daily existence, how the values of all its commodi- 
ties will be adjusted, how its means of production will be 
employed, how they will be arranged on fixed scales of 
social utility, and how their marginal utilities will be deter- 
mined. These marginal utilities, in their turn, are the 
barometer of the social importance of the means of pro- 
duction and fix the share of the value of the product which 
each productive agent may claim. There is no doubt 
‘that v. Wieser’s work gives a thoroughly sound theory 
of a communistic and static society. But it is the second 
step—the extension of the domain of social value to com- 
petitive society—that requires discussion. If tenable, 
it would much simplify matters and constitute a great 
step in advance. The concept of social value would, in 
this case, acquire in economics an importance similar to 
that of the fiction of a “central sun’’ in astronomy. 

This is what has been tried; and, surely, success has been 
attained to a certain extent. The fundamental theorems 
concerning value can be applied, whatever may be the or- 
ganization of society. Therefore,some of the results ob- 
tained by the study of communistic society can serve use- 
fully as a foundation of, and introduction to, the study 
of economic phenomena in general,—a réle which formerly 
Crusoe was called upon to fulfil. But what we have to 
decide is whether this study can do more, and whether it 
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gives a perfectly sufficient and correct view of all the feat- 
ures of competitive distribution. The writers referred 
to have used an interesting device to obtain this end. 
Whilst retaining the idea of values governed by society 
as such, they have introduced into their picture of a com- 
munistic economy some characteristics of a non-commu- 
nistic one. They speak of land-owners and capitalists, and 
even of competition. The society they deal with is one 
which admits private ownership of factors of production, 
but retains a control of production and distributes the 
national product according to the principle of efficiency. 


Land-owners and capitalists have to submit to this social 7 


control, and really are land-owners and capitalists only 
in so far as they receive rent and interest. Every one, } 
so to speak, keeps his factor of production, but gets his 
orders from society as to what to do with it; or, to put it 
differently, every one is regarded according to the social 
appreciation of what he produces. It is held, not that this 
is a description of an existing organization, but that, 
given a régime of free competition, everything happens 
in the way that it would if society were so organized. 
This, at least, would be the last consequence of the theory 
of social value. 

We seem to be faced by this alternative: either we are 
to assume social utility curves,—in which case society 
must be the sole owner of capital and land, the society 
is communistic, and no rent or interest will be paid to in- 
dividuals; or rent and interest are paid, in which case 
there are no social values, but only individual ones, and 
society as such does not control production. It may still 
be held that the final results are the same as they would 
be if society were in control; and this theory we shall 
further discuss. 

IV. We have laid stress on the theory of prices as 
necessary for dealing with distribution, since its explana- 
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tion rests on individual marginal utilities; but we have 
also seen that we can represent the phenomena of the mar- 
ket, and therefore of distribution, by what we called gen- 
eral.demand and supply curves. This does not, however, 
enable us to leave out of account the theory of prices. 
For, as has been explained, these “general curves” can- 
not be constructed without the help of the concept of 
prices; they, in fact, embody the whole theory of prices 
and represent its results. 

Now, to make it quite clear that the theory of distri- 
bution cannot be based on value sans phrase, but can only 
be indirectly so based with the help of the theory of prices, 
let us discuss the following example. Let us, for the mo- 
ment, consider land-owners, capitalists, and workmen as 
three distinct groups, each organized so as to exclude com- 
petition between its members and enable the group to act 
as a unit. Then rent, interest, and wages appear to be 
the result of a barter between these groups. The out- 
come, as we are taught by the theory of prices, is indeter- 
minate; we cannot give an exact formula fixing it, but 
only limits between which it must fall. An equilibrium 
will be attained in each concrete case, but other equilibria 
would be, from the standpoint of pure theory; just as pos- 
sible as the one which happens to result,—and just as 
unstable. 

What our case teaches us is this: the utilities of the ser- 
vices of land, capital, and labor are perfectly determined,— 
since each group values its agent according to a definite 
scale,—and so are their marginal utilities. Nevertheless, 
their prices and consequently their share in the social 

Pproduct lack determination. Hence we see, at least in 
one special case, that values of productive factors do not 
necessarily determine their shares of products, and that 

-lwe cannot find the shares if we do not know their prices. 
We may conclude that distribution has directly more to do 


4 
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with prices than with values, in spite of prices being, in 
their turn, dependent on values. Nor is this all. If 
society, consisting of our three groups, would form utility 
curves of its own and enforce them upon the groups, even 
then, if they were allowed to fight for their shares, the re- 
sults of distribution could not be foretold. Determina- 
tion of values and determination of prices, therefore, are 
vastly different things. 

There is, however, one possibility of making our prob- 
lem determinate. If our three groups aim at the greatest 
satisfaction, not of their own wants, but of those of all of 
the three,—that is, those of “society,’’—then their shares 
become determinate. But, in this case our society realizes 
all the characteristics of a communistic one, and is so for 
all intents and purposes. Here social value would become 
a reality and play its true réle. But this shows more 
clearly than anything that, at least in the case supposed, 
a theory based on the concept of social value leads to re- 
sults that differ from those reached under the assumption 
of individual values,—to results which are true for certain 
cases, hut cannot be extended to others. 

It could be replied that competition alters all that. 
Indeed, only for a régime of perfect competition is it held 
that every one gets what his contribution is worth to the 
community. Free competition only is said to bring about 
results such as can be represented by social utility curves 
and social marginal utilities—results which are identical 
with what they would be if brought about by the conscious 
action of society as a whole. Competition is supposed to 
fix marginal utilities determining the shares of productive 
agents and having every right to be called social ones. 
Distribution, so regulated, works out for all members of 
the community and for the community as a whole in such 
manner that they reap a maximum of benefit, and hence 
competition overcomes all the difficulties we found in the 
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_ case just discussed. It indicates and justifies the represen- 


tation of distribution in a non-communistic society by 
social curves and the theory that distribution can be di- 
rectly explained by the phenomenon of value. 

To this we offer the following remarks :— 

(1) What is determined now (competition having been 
introduced), and has not been determined before, is not 
values, but prices. Values—utility curves as well as mar- 
ginal utilities—were fully determined before. It is, there- 
fore, due only to the phenomena described by the theory 
of prices that the concept of social value can be applied 
at all in a non-communistic society, and that we are able 
to speak of social marginal utilities regulating distribu- 
tion. To understand thoroughly how it is that in a non- 
communistic society things work out in some such way, 
it is not sufficient to say that “social valuation decides,”’ 
but it is necessary to study the theory of prices. Some 
knowledge of it is indispensable, and, even if the theory 
of social value were otherwise quite satisfactory, it would 
not enable us to explain distribution without the theory 
of prices. 

(2) Nobody gets, or can get, all that his productive 
contribution is worth to the community, which is its total- 
value. For total-value is an integral of the function rep- 
resenting marginal utility. Nobody gets as much as that, 
but everybody is, by the theory under discussion, sup- 
posed to get what Professor Irving Fisher has called wtility- 
value; that is, the product of the social utility of the pro- 
ductive agent he has to offer with the quantity of it he 
sells. This product, depending on marginal value only, 
is very independent of total-value. Every one, therefore, 
necessarily gets less than his contribution is worth to the 
community. Even if the total-utility of what he con- 
tributes were very great, he might get very little if the 
marginal utility of it happened to be small. 
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(3) It is true that equilibrium in a non-communistic 
society corresponds to a maximum of satisfaction, just as 
does equilibrium in a communistic one; but the two 
maxima are different, for they are subject to the condi- 
tions of given circumstances. Both are maxima of that 
satisfaction which can be attained under those circumstances. 


Among the circumstances, in a non-communistic society, |” 


is a given distribution of wealth, where only that maxi- 


mum will be attained which is compatible with the exist- _ 
ing distribution. In the case of a communistic society 


there is no such condition. If we represent the phenomena 
of distribution under a competitive régime by “general 
curves,” then it must be borne in mind that they relate 
not to given quantities of productive agents simply, but 
to given quantities in a given distribution among the mem- 
bers of the community; and the consequences of this, as 
contrasted with what would happen in a communistic 


society, can be explained only by the study of the phe- 


nomenon of prices. . 

Only one point remains to be mentioned. The smallest 
or marginal utilities of commodities within the community 
can be said to decide what each commodity will fetch 
in the market; and so the smallest or marginal utilities 


of land, capital, and labor may, in the same sense, be said « 


to determine the distribution of the social product. There 
is, for this reason, some ground for calling them social 
marginal utilities as distinguished from those of the indi- 
viduals. In fact, if there is any phenomenon in the market 
which has a claim to that name, it is such marginal utility, 
and we are far from denying the value of this terminology. 
But there are social reservations to be made. It is clear, 
to begin with, that they cannot be called marginal utili- 
ties of society in the same sense as individual marginal 
utilities are the marginal utilities of some individual. 
For they are not derived from social utility curves, but 


‘ 
| 
| 


230 QUARTERLY JOURNAL OF ECONOMICS 


are merely marginal utilities of those individuals who, 
in each case, happen to be “ marginal sellers’’ or “ marginal 
buyers.” They do not enable us to do without the theory 
of prices, since we need it to tell us why these marginal 
utilities play their réle and by what influences they are 
put in the position to play it. Not being derived from 
social wants and social utility curves, but representing the 
outcome of a struggle between individuals, they do not 
tell us all that might naturally be expected from them. 
They donot reflect the state of satisfaction of the community 
as a whole,—do not indicate up to what degree society is 
[ able to satisfy its wants. There may be wants, much more 
important from the social standpoint, which remain un- 
satisfied for lack of means of those who feel them, so that 
it would be wrong to represent the social marginal utility 
_\as the lowest ordinate of a steadily declining social curve. 
We cannot say whether the weakest buyer, whose marginal 
* utility i is the social one, is the weakest because he is the 
poorest, or because he cares least for the good,—a fact 
which deprives this marginal utility of much of its interest. 


» It is also not sure whether what in this sense is the social 


marginal utility of labor—that which has been said to de- 
termine wages—is equal to social marginal disutility. 
For the workman who is the weakest in one sense is not 
necessarily the one who feels the pain of labor most heavily, 
but perhaps the one who, having some other means of 
subsistence, does not compete keenly for work. This 
case may be of little practical importance, but it helps 
to clear up the question of principle. 

Finally, we must not overrate the importance of these 
marginal utilities. It is true that, in a certain sense, they 
_ determine prices; but they cannot be called the cause of 
‘them. It would, in some cases, be just as true that prices 
determine the marginal utilities of productive agents, 

because they decide how much of them will be offered for 
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the production of a certain commodity. There are several 
ways of expressing these facts, and none of them has an 
exclusive claim to use. The whole truth is not contained 
in any of them; but the key to it under any form of expres- 
sion is the clear recognition of mutual interdependence of 
all individual quantities, values, marginal values, and prices 
of all commodities within society. All these things govern | 
each other, as is shown by the theory of prices. It is 
possible, for many purposes, to call some of them the causes 
of the others; but the reverse is also true. Besides, four / 


social marginal utilities are said to determine prices. This ~ 


does not mean that all the other marginal utilities of those 
individuals who are not marginal sellers or buyers are in- 
different. Every one has his marginal utility for each 
commodity; and for every one, if equilibrium is to be 
attained, it must be true that for the commodities to which 
they relate prices must express ratios between his mar- 
ginal utilities, and that prices must have the same propor- 
tions to each other as every one’s marginal utilities for 
the same commodities. 

But this is brought about only by the joint action of 
marginal and intra-marginal sellers and buyers; and the 
result would be different if the marginal utilities of any of 
them were not what they are. All of them contribute 
towards fixing prices. It appears, therefore, that the 
theory of prices is not to be dispensed with in a full ex- 
planation of social distribution; and this theory of prices 
is based on individual values. 

V. To summarize: First of all, it is here claimed that 
the term ‘‘methodological individualism” describes a 
mode of scientific procedure which naturally leads to no 
misconception of economic phenomena.’ It is further 
claimed that in a non-communistic state no reality corre- 


1This point is more fully elaborated in the p t writer’s recently published 


book, Wesen und Hauptinhalt der theoretischen Nationalékonomie (1908). 
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sponds to the concept of social values and social wants 
properly so called. It has been shown, on the other hand, 
that this concept has its great merits. By its help the 
great fact has been pointed out that society forms indi- 
viduals and directly influences their economic value, so 
as to give them a remote approach to similarity. Further, 
it has been shown that the concept of social value is indis- 
pensable in the study of a communistic society. But its 
importance does not stop here. For some purposes it is 
most useful to introduce it, by way of a scientific fiction, 
in the study of non-communistic society. In this case, 
however, the theory of social value cannot be accepted as 
a fully satisfactory statement of facts. It is never true, 
‘moreover, that in this case social industry yields the same 
results as if society itself were directing it. No conclu- 
sions as to the justification of the competitive régime can 
be drawn from this theory, and, on the other hand, it does 
not enable us fully to explain distribution without the 
theory of prices. The present way of testing economic 
phenomena emerges justified out of our discussion. It is 
—in the respect investigated here—a fair picture of facts, 
and does not, so far, need reform. Whatever may be said 
against it, there seems to be far more in its favor. 


JosEPH SCHUMPETER. 
VIENNA. 


RECENT AND PROSPECTIVE STATE BANKING 
LEGISLATION. 


SUMMARY. 


Much new legislation probable in 1909, 233.—Legislation during 
1907, 234.—Legislation during 1908: as to savings banks in New 
York, Massachusetts, Ohio, Rhode Island, 235.—As to trust com- 
panies and state banks; in Ohio and Rhode Island, 243; in Massachu- 
setts, as to reserves, 243; in New York, as to reserves of banks (244), 
duties of directors (248), authority of supervisor (249). 


Ir was natural that the year 1908, following on the heels 
of the bank panic of 1907, should be productive of bank- 
ing legislation. While Congress was struggling over cur- 
rency plans which finally resulted in the appointment of 
the National Monetary Commission, several of the state 
legislatures then in session undertook to strengthen the 
laws governing their respective state banking institutions. 
But there were sessions in only a few of the states in 1908, 
for most legislatures holding biennial sessions meet in the 
years ending in odd numbers. In 1909 there will be reg- 
ular meetings of thirty-nine state legislatures, and it is 
probable that important amendments to the banking laws 
will be considered in California, where a complete redraft 
will be presented, and in New Mexico, Idaho, North Dakota, 
South Dakota, Colorado, and Wisconsin. A commission 
has been appointed by the Governor of Maryland to redraft 
the banking law, and the bankers of Arkansas are making 
an effort to secure the passage of an adequate law. In al- 
most every one of the tier of states beginning on the north 
with North Dakota and ending on the south with Texas the 
legislatures will take action on measures to provide for 
the guaranty of deposits. Proposed amendments of lesser 
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importance will be acted on in substantially all the other 
states. 

It is impossible to forecast what changes will finally 
result from this wide-spread discussion; but the fact that 
it promises to be so general indicates a realization that 
the time has come to bring the state banking laws of the 
country up to a higher standard of efficiency. 

Before considering the 1908 legislation in detail, it will 
be of interest to go back to 1907 and examine briefly the 
changes in state banking laws which were enacted in the 
year before the panic began to exercise its influence; for 
they show that, while the panic has undoubtedly added 
to the impetus of the movement, the work of strengthening 
these laws was already in progress before it occurred. 


LEGISLATION DURING 1907. 


Missouri undertook a complete revision of its banking 
laws, which became effective January 15, 1909, and trans- 
ferred the administration of them from the Secretary of 
State to the newly created banking department. Various 
provisions looking toward safer operation of the banks 
were added, but, as a whole, the law is not one of the most 
advanced or complete. 

Oklahoma passed a banking law which is complete, as 
state banking laws go. It provides for a banking depart- 
ment, and contains the well-known provision relative to 
the guaranty of deposits. 

Colorado enacted a banking law for the first time, and 
established a banking department. The law is not as 
complete in its provisions as are those of some of the 
other Rocky Mountain and Pacific states. 

Indiana finally settled the ‘Private Banking’’ situa- 
tion by definitely placing those engaged in the business 
under the supervision of the Auditor of State. 
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North Carolina added a number of provisions, but its 
banking law is still in a somewhat crude state. 

Illinois also strengthened its law by amendments which 
were approved by popular vote November 3, 1908, but 
the law still lacks many provisions which are found in the 
laws of other important banking states. 

Pennsylvania required its trust companies and state 
banks to keep a reserve of 15 per cent. 

Connecticut required its trust companies and state 
banks to segregate their savings deposits and invest them 
under the laws governing the investment of deposits of 
savings banks. 

Massachusetts made a similar requirement for foreign 
banking corporations doing business in the state, and 
authorized its savings banks to establish departments to 
write industrial insurance and annuities. 

Maine made a thorough revision of its trust company 
laws. 

Oregon passed a complete banking law and established 
a banking department. In many respects the new law 
of Oregon is one of the best and most complete state bank- 
ing laws we have. 


LEGISLATION IN 1908. 


New York, Massachusetts, Rhode Island, and Ohio were 
the states in which important banking legislation was 
enacted in 1908. 

The New York legislation was essentially an aftermath 
of the panic, and sought to prevent a recurrence of the 
conditions which the panic disclosed. The twenty sepa- 
rate acts which were passed were for the most part based 
on recommendations of the Superintendent of Banks, Mr. 
Clark Williams, and on the report of a committee of New 
York bankers appointed by Governor Hughes in November, 
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1907, to advise him as to desirable changes in the banking 
laws. In Ohio the Bankers’ Association had been en- 
deavoring for years to procure the enactment of a com- 
plete banking law, but their efforts were unsuccessful until 
the panic provided them with the necessary lever. The 
Rhode Island legislation was also in the form of a com- 
plete law, and was based on the report of a commission 
appointed, before the panic began, to draft a banking law. 
In Massachusetts the revision of the savings-bank law was 
likewise based on the report of a commission appointed 
by the preceding legislature to suggest changes; and of 
the trust company legislation which was enacted, only that 
portion which dealt with the reserves had its origin in the 
lessons taught by the panic. 

It will be convenient to consider the legislation enacted 
in these four states under two headings :— 


I. Savings Banks and Savings Deposits. 
II. Trust Companies and State Banks. 


I. Savines Banks Savines Deposits. 


New York. 


The New York legislation on this subject was not im- 
portant. The absence of any market for high-grade bonds 
during the panic, and the great shrinkage in the value of 
such securities which had been in progress for over two 
years and culminated at the close of 1907, crystallized into 
law the theory that the proper basis for reckoning the 
surplus of an investment institution, such as a savings 
bank, was not the market value of its securities, but their 
“investment value” arrived at by the amortization of 
premiums and discounts. On this principle the bonds are 
entered on the books at cost, and at each interest period 
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a sufficient amount is deducted from the principal of a bond 
purchased above par, or is added to the principal of a bond 
purchased below par, to bring the value of each to par at 
maturity. A law was passed requiring savings banks to 
value their securities in this manner and to base their sur- 
plus upon these valuations. Accordingly, in the report 
of the savings banks following the enactment of the law, 
both the earned portion of the discounts of bonds bought 
below par and the unexpired portion of the premiums 
written off, were added to the book values of the bonds, 
increasing the surplus of the savings banks, reckoned in 
this manner, by some $30,000,000. 


Massachusetts. 


The first part of the savings-bank act, which was in 
effect a revision of all existing acts relating to savings 
banks, defined more clearly the relation of the Bank Com- 
missioner to the various institutions under his supervision 
and gave him authority in the case of all such institutions 
to direct the discontinuance of such practises as appeared 
to him to be unsafe or unauthorized. 

A number of changes were made in the details of savings- 
bank management which are of interest only to trustees 
and officers of savings banks. The following provisions, 
however, may be of general interest :— 

a. Savings banks may maintain one or more branch 
depots or offices, for the receipt of deposits only, either 
in their own city or town or in other places, not more than 
fifteen miles distant, in which no savings bank is estab- 
lished. This enables a bank to establish an agency for the 
receipt of deposits in a neighboring town too small to sup- 
port a savings bank of its own. It also enables a bank 
to send a representative to neighboring manufacturing 
plants on pay-day to receive deposits, as is done by many 
European savings banks. 
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b. An auditing committee must be appointed each year 
to make or cause to be made a thorough audit of the 
transactions of the bank. 

c. Savings banks are to be incorporated through a board 
of state officers instead of by special legislative charter. 
This is expected to facilitate the establishment of new 
banks. 

The investment law is considerably changed, with a view, 
in the case of railroad bonds, to authorizing investment 
in the bonds of any railroad which measures up to certain 
high standards of financial policy and earning power, and, 
in the case of loans on real estate and on other classes of 
security, to reducing the losses which such loans are liable 
to bring to the banks. 

Real estate mortgaged to a savings bank must not only 
be appraised at the time the loan is made, but must be 
reappraised every five years while the loan remains in the 
bank. If the appraisal shows depreciation in value, the 
bank must call for a proportionate reduction of the loan. 
Altogether too many institutions which take mortgages 
fail to watch with sufficient care the property on which 
they have loaned, and depreciation often occurs before the 
institution is aware of it and after it is too late to obtain 
a reduction of the loan. 

In the case of loans on personal security, which have for 
a great many years constituted about one-fifth of the assets 
of the Massachusetts savings banks, the following require- 
ments are made: (a) The amount which may be loaned 
to an individual with sureties, but without collateral, is 
reduced from 5 per cent. to 1 per cent. of the deposits. 
(b) Corporations which desire to borrow from the savings 
banks are to be audited periodically by some accountant 
approved by the Bank Commissioner and to furnish to the 
bank before making or renewing a loan a copy of the re- 
port of the accountant, in such form as the Bank Commis- 
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sioner may prescribe. This will not give the supervisor 
any new control over such loans, but will provide the bank 
with a statement of the affairs of the borrowing corpora- 
tion made by a disinterested party. Within the past two 
years the question of securing disinterested statements as 
a basis for credit has been discussed by the American 
Bankers’ Association, but no feasible plan has yet been 
arrived at. (c) Loans on collateral, which constitute 
about two-thirds of the amount loaned on personal secur- 
ity, are to be subject to the authority of the Bank Com- 
missioner to disapprove the collateral accepted, and in 
case of such disapproval to ‘‘make such recommendations 
in writing to the Board of Investment of the savings bank 
as the case may require, and to include in his annual re- 
port a statement of the facts in each case in which the 
Board of Investment has not complied with his recom- 
mendations in a manner satisfactory to him.” 

A general provision was inserted in the investment law 
permitting the investment in certain bonds of telephone 
companies. The only bonds which meet the requirements 
are the collateral trust 4s, due 1929, of the American 
Telephone & Telegraph Company. 

Coincidently with the revision of the savings-bank laws, 
Massachusetts undertook to throw additional safeguards 
about savings deposited in trust companies. A few of 
the trust companies in the smaller cities have for several 
years, under legal sanction, been receiving savings deposits. 
Altho protected by the capital stock and the liability 
of the shareholders, the investment of these deposits was 
practically unrestricted. Consistency required a uniform 
investment of savings deposits by whatever institution 
they might be received. Accordingly, a trust company 
which receives deposits of a savings character is now re- 
quired by law to have a savings department, separate and 
distinct as to accounting and investment from the general 
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business of the company. The deposits subject to the 
new requirement are those ‘‘(a) which may be withdrawn 
only on presentation of the pass-book or other similar 
form of receipt which permits successive deposits or with- 
drawals to be entered thereon; or (b) which at the option 
of the trust company may be withdrawn only at the ex- 
piration of a stated period after notice of intention to 
withdraw has been given; or (c) in any other way which 
might lead the public to believe that such deposits are 
received or invested under the same conditions or in the 
same manner as deposits in savings banks.” 

All deposits of the kind described are to be placed in the 
savings department and invested in accordance with the 
laws governing the investments of savings banks. Such 
deposits are ‘‘special deposits,”’ and in case of liquidation, 
if the investments of the savings department are insuf- 
ficient to pay its depositors in full, they have an equal 
claim with other creditors on the general assets of the 
company, including the capital, surplus, and stockholder’s 
liability. 

This principle already appeared, tho less completely 
worked out, in the laws of Michigan, New Hampshire, and 
Connecticut. In my opinion, it is the logical solution 
for the present lack of savings facilities outside those 
states (the New England states, New York, and New 
Jersey) where the mutual, or non-stock, savings bank 
system is fully developed. In the other states, altho 
many of them have mutual savings bank laws, substan- 
tially all of the savings are deposited in state banks and 
trust companies which are operated for the benefit of 
their stockholders. Most of them do a regular com- 
mercial banking business in addition to receiving savings 
deposits. The failure of the mutual savings bank system 
to take root in the states west of the Alleghanies indicates 
that some other system for encouraging thrift must be 
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devised for that vast region as well as for the southern 
states. The state banks and trust companies are al- 
ready, to a considerable extent, occupying the field and 
providing the necessary facilities; but there can be no 
question that the failures which occasionally occur among 
them have prevented that entire confidence in them which 
the public should feel towards the institutions in which 
its savings are deposited. As depositaries, they are con- 
venient, and, as collectors of savings, they are sufficiently 
aggressive. It is as agencies for the investment of savings 
that they fall short in public estimation. The plan just 
described supplies the missing qualification and has the 
merit of requiring neither the creation of a new set of insti- 
tutions nor the renunciation of the profits now derived 
by the stockholders of the banks from the management 
of savings deposits; tho it will doubtless decrease such 
profits. It simply requires existing banks and trust com- 
panies to segregate their savings deposits and to invest 
them in those securities and loans which in their respective 
states are considered safe investments for savings or trust 
funds. 

While the mutual, or non-stock, savings bank must be 
regarded as the ideal system, the facts must be faced both 
that the establishment of such banks cannot be made - 
compulsory and that even in those western and southern 
states which have savings bank laws but a handful of 
banks have been established. Side by side with their 
banking business the trust companies have faithfully 
managed trust funds reaching well into the billions of 
dollars, and there seems to me no reason why, under such 
a law as has just been described, enforced by careful 
state supervisors, the state banks and trust companies 
of the west and south should not become, for those sec- 
tions, a very satisfactory substitute for the mutual sav- 
ings banks of the East. 
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Ohio. 

The Ohio law provided in one act for the establishment 
and operation of savings banks, state banks, and trust 
companies. Of the sections providing for mutual sav- 
ings banks only those relating to their investments are 
drawn in much detail, as it was evidently not expected 
that many new banks would be organized under them. 
But the investment sections were important because trust 
companies and state banks operating savings depart- 
ments were obliged to follow their provisions in investing 
the deposits in those departments. This was an impor- 
tant step, for the state banks and trust companies of 
Ohio, according to an estimate recently made by ex-Gov- 
ernor Herrick, hold savings deposits amounting to hun- 
dreds of millions of dollars. 


Rhode Island. 


One of the most bitterly contested provisions of the 
Rhode Island law was that which required the savings 
deposits of trust companies to be segregated. In Rhode 
Island, through the absorption of many savings banks, 
the savings deposits formed the largest part of the de- 
posits of the trust companies. Consequently, to make 
such a segregation of the savings deposits and to invest 
them in the securities which Rhode Island prescribes for its 
savings banks, even tho its law is less stringent than those 
of most of the other New England states, seemed a great 
hardship to the trust companies. The final enactment of 
this provision would doubtless have been more difficult, 
had it not been for the closing of the Union Trust Company 
during the panic, with some $11,000,000 of savings deposits 
belonging to some 24,000 depositors. Altho this com- 
pany eventually reopened without loss to the depositors, 
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the fact of its closing gave a powerful argument to those 
who advocated legal separation of savings from commercial 


deposits. 


II. Trust Companies AND STATE BANKS. 


Ohio and Rhode Island. 


These states can be dismissed briefly. Their new laws 
on state banking contain no striking features other than 
those noted under the first topic. Each, however, made 
provision for the first time, for a banking department, 
headed by a single bank commissioner or superintendent. 


Massachusetts. 


The legislation of Massachusetts also requires but brief 
description, so far as general banking is concerned. There 
are no state banks in Massachusetts, and the only trust 
company legislation in 1908 which was of general inter- 
est, except that which required the segregation of their 
savings deposits, was the increased amount of reserve re- 
quired to be kept against current deposits. 

This law recognized the difference between time and 
demand deposits by requiring no reserve to be kept on 
deposits represented by certificates or agreements in writ- 
ing; but, whenever such certificates or agreements are 
payable within thirty days, they become subject to the 
reserve requirements of the act. 

The following table shows the percentages of reserve 
required by the new act, which became effective January 
1, 1909:— 


| 

| 

| 

| 

\ 
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Per Cent. of Deposits to be kept. 


Total. In United 
In Cash. | in 


Reserve Trust Companies! . 20 10 10 0 
Boston Trust Companies . . 20 8 8 24 
Other Trust Companies . . 15 6 6 23 


Reserve banks are national banks in Massachusetts, 
New York City, Albany, Philadelphia, and Chicago; and 
Boston trust companies keeping the reserve above set 
forth and approved in each case by the Bank Commis- 
sioner in writing. 

New York. 


It was natural that the banking legislation enacted in 
New York during 1908 should attract most attention 
throughout the country: first, because New York was 
the storm center of the panic; and, second, because in 
some ways the legislation went further in restricting the 
operations of the banks and requiring attention of their 
directors than has been attempted in any other state. 

In general, the legislation of New York falls into three 
classes, relating to 

1. The operations of the banks. 


2. The duties of directors. 
3. The authority of the supervisor. 


1. The operations of the banks. 


The reserve requirement for both trust companies and 
state banks was increased by an act which became fully 
effective on February 1, 1909. The old and the new re- 


1 Trust companies which act as reserve banks for other trust companies. 
2 Optional, may be kept deposited in reserve banks. 
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quirements may be best understood by presenting them 
in the following tabulated form:— 


RESERVES REQUIRED OF STATE BANKS. 


Percentage of Reserve Percen of Reserve 
uired Prior to after 
‘uly 1, 1908. February 1, 1909. 
Location “of ‘Bank. 
Cash PO! Cash posi 
Total. in with | Total. in with 
Vault. | Reserve Vault. | Reserve 
Agents. Agents. 
15 74 7% 25 15 10 
rough of Broo - 
ranches in 
15 74 20 10 10 
Borou hs in Greater New 
other than Manhat- 
ton with Branches in 
Manhattan ...... 15 74 74 25 15 10 
Boroughs of the Bronx, 
Queens, and hmond, 
without Branches in Man- 
15 74 74 15 7% 74 
ae eae 10 5 5 15 6 9 


RESERVES REQUIRED OF TRUST COMPANIES. 


Percentage of Reserve Required Percentage of Rese: juired 
Prior to July 1, 1908. after February 1, ye DO 
Location of Company. On On 
Cash | Deposit Cash | Deposit 
Total. in with /|Bonds.| Total. in with /Bonds. 
Vault. | Reserve Vault. | Reserve 
Agents Agents. 
Manhattan ....... 15 5 5 5 15 15 0 0 
Other Horoughs in Greater 
Sere 15 5 5 5 15 10 5 0 
Borou York in 
| A in a 15 5 5 5 15 15 0 0 
pO eee 10 3 4 3 10 5 5 0 


It will be seen from this table that certain state and 
municipal bonds are no longer permitted as a form of 


reserve. 


Trust companies and state banks are not re- 


quired to keep a reserve on trust deposits, or on time 
deposits represented by certificates of deposit payable at 


! 
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a stated time in excess of thirty days from date of issue; 
and it is made a misdemeanor for any officer or employee 
to agree that the holder of a time certificate of deposit 
may receive payment thereof in advance of its maturity. 

The business of the New York trust companies, and 
especially of those in New York City, varies considerably, 
the deposits of some being largely on demand and the de- 
posits of others largely on time. This law attempts to 
compel those trust companies having an active demand 
business to keep a commensurate amount of reserve, 
while those having time deposits, by issuing certificates, 
are not required to keep any reserve on such deposits. 

For each branch office maintained, a state banx or trust 
company is required to have at least $100,000 of capital in 
excess of the minimum amount prescribed by law. But 
only $50,000 excess capital is required for eacn branch 
office of a state bank opened prior to the passage of the 
law. 

The amount, proportioned to its capital and surplus, 
which a bank or trust company may loan to any one 
borrower is prescribed in more detail than is attempted 
either in the national banking act or in any of the other 
state banking laws. Limits are set to the amount which 
may be loaned on unsecured paper, to the amount which 
may be loaned on paper secured by collateral, and to 
the amount of bills of exchange or other commercial 
paper of any one borrower which may be purchased. 

The various percentages are set forth in the following 
table :— 


Location of Institution. Unsecured Loans. Loans Secured by 
Collateral Worth 15% 
more than the Loan. 


Manhattan. .......... 10 25 


t 

: J | Bills of Exchange, 
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A trust company may not loan to one of its directors an 
amount in excess of 10 per cent. of its capital stock. 

The closing of one or more of the trust companies 
having been brought about largely because so great a 
proportion of its assets had been loaned to individual 
members of underwriting syndicates upon pledge of se- 
curities of enterprises for the development of which the 
respective syndicates were organized, the following pro- 
vision was enacted, limiting the amount which may be 
loaned in this manner:— 


No loan shall be made by any bank or trust com- 
pany upon the securities of one or more corporations 
the payment of which is undertaken in whole or in 
part severally, but not jointly, by two or more indi- 
viduals, firms or corporations: 

(a) if the borrowers or underwriters be obligated 
absolutely or contingently to purchase the securities 
or any of them collateral to such loan, unless the bor- 
rowers or underwriters shall have paid on account of 
the purchase of such securities an amount in cash or its 
equivalent equal to at least twenty-five per centum 
of the several amounts for which they remain obli- 
gated in completing the purchase of such securities; 

(b) if the bank or trust company making such loan 
be liable directly, indirectly or contingently, for the 
repayment of such loan or any part thereof; 

(c) if its term, including any renewal thereof, by 
agreement, express or implied, exceed the period of 
one year; 

(d) or to an amount, under any circumstances, in 
excess of twenty-five per centum of the capital and 
surplus of the bank or trust company making such 
loan. 


i 
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State banks in the Borough of Manhattan were pro- 
hibited from investing more than 15 per cent. of their 
assets, and banks and trust companies elsewhere in the 
state more than 25 per cent. of their assets, in loans se- 
cured directly or indirectly upon real estate. 

All mortgages and assignments of mortgages must be 
immediately recorded, and the amount loaned on real 
estate by either a bank or a trust company, including all 
prior liens, must not exceed two-thirds of the appraised 
value of the property, nor, in the case of any one parcel, 
10 per cent. of the capital or surplus of the bank or trust 
company. 

No bank or trust company may own or hold as col- 
lateral for loans more than 10 per cent. of the capital 
stock of any other bank or trust company, or of an insur- 
ance company incorporated in New York. 


2. The duties of directors. 


A director of a bank or trust company who, after his 
election, ceases to own, unpledged, a sufficient number of 
shares of its capital stock to qualify him, shall no longer 
be a director. 

Directors must hold at least one meeting a month, and 
at each such meeting, or at each meeting of the Execu- 
tive Committee, a written statement shall be presented, 
showing all purchases and sales of securities and every 
discount and loan of $1,000 or more made since the preced- 
ing meeting. There shall also be submitted a list showing 
the total liabilities of all borrowers which have been in- 
’ ereased $1,000 or more since the last meeting. It is made 
a misdemeanor for any officer or employee intentionally to 
conceal from or fail to report to the officers or directors 
any loans or purchases or sales of securities made be- 
tween meetings, or for any director or officer to de- 
posit the funds of his institution with any corporation 
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on condition that such corporation shall make him a 
loan. 

This provision was prompted by the discovery, dur- 
ing the suspensions occasioned by the panic, that certain 
individuals had obtained control of a chain of banks 
by using the funds of the first bank to purchase the stock 
of a second, the funds of the second to purchase the stock 
of a third, and so on. 


3. The authority of the supervisor. 


The superintendent is given authority to use his dis- 
cretion both in regard to the establishment of state 
banks and trust companies and in regard to the opening 
of branches of such institutions. 

The savings-bank law has for many years given author- 
ity to the superintendent, if any institution appeared to 
be conducting its business in an unsafe or unauthorized 
manner, to direct the discontinuance of such unsafe or 
unauthorized practise. The 1908 law extends this same 
authority to the superintendent in the case of all other 
institutions under his supervision, and authorizes him 
to take possession of an institution which neglects or 
refuses to comply with such direction. 

The superintendent is also authorized to take and re- 
tain possession of any institution under his supervision, 
if its capital is impaired, if it is in unsound or unsafe 
condition, or if it suspends payment or violates law. If 
the institution is not in condition to reopen, he may liqui- 
date it, either personally or through a deputy whom he 
may appoint, without further authority from the court 
and without the appointment of a receiver by the court. 
The expenses of liquidation are subject to the approval 
of, and the payment of dividends to creditors is to be 
directed by the Supreme Court, but the full authority 
and responsibility of liquidating closed banks is lodged 
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with the Superintendent of Banks. This follows closely 
the provision of the national bank act authorizing the 
Comptroller of the Currency to act as liquidating agent 
of the closed national banks. In all other states, closed 
state banking institutions are liquidated by receivers 
appointed by the courts. 

The report of the committee appointed by the Governor 
of New York on November 13, 1907, heretofore referred 
to, dwelt on the excessive cost of the liquidation of in- 
solvent banks by receivers appointed by the courts. It 
stated that “‘the expense of a large number of receiverships 
had been from 20 per cent. to 30 per cent. of the receipts, 
some of them running as high as 80 per cent. or 90 per 
cent., whereas in the case of failed national banks the 
ratio of expenses to receipts has been but 7.4 per cent. 

The first bank of which the superintendent took pos- 
session under the new law was returned to its share- 
holders after a receivership of six weeks, at a total cost of 
$1,200. It is true that its resources were only about 
$500,000; but, as none of the other bank receiverships 
in New York, from the time of the panic to the time the 
new law went into effect, cost less than $20,500 for fees 
alone, exclusive of expenses, the saving accomplished 
by the new method gives promise of being noteworthy. 


PIERRE JAY, 
Bank Commissioner of Massachusetts. 
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THE FINANCIAL SYSTEM OF THE MEDIZVAL 
PAPACY IN THE LIGHT OF RECENT LITERA- 
TURE. 


SUMMARY, 


I. Literature. Character previous to the opening of the Vatican 
Archives, 251.—Notable recent works, 254.—II. Administration. De- 
velopment of a financial department, 260.—Central organization, 
263.—External agents, 267.—III. Revenues. Classification, 273.— 
Census, 275.—Income taxes, 280.—Benefice taxes, 282.—Fees and 
miscellaneous receipts, 292. 


I. ILnterature. 


Tue wide influence exerted by the papacy on the politi- ; 


cal, social, and economic life of the middle ages gives to 
the study of the papal financial system a peculiar impor- 
tance. Drawing its revenues from the whole Roman Catho- 
lic world, the relations of the Holy See with the sovereigns 
and peoples of Europe were affected in no small degree by 
its fiscal policy. In such well-known episodes of papal his- 
tory as the struggle between Boniface VIII. and Philip the 
Fair, typical of the long contest between the medieval ideal 
and the reality of the growing national monarchy, the part 
played by finance became prominent. But on many less 
dramatic occasions its influence has been no less potent. 

In its more purely economic aspects papal finance is 
equally deserving of attention. The papacy not only or- 
ganized one of the earliest and best of the medieval finan- 
cial systems, but by means of its operations influenced pro- 
foundly the general economic development of Europe. 
Altho accused of hindering commercial and financial ac- 
tivities by its prohibition of interest,’ the Roman Church, 
nevertheless, with an almost modern system of taxation 


1 Such accusations are noted by Ashley, An Introduction to English Economic 
History and Theory (New York, 1893), Part II., p. 396. 
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covering all Western Europe, furnished one of the princi- 
pal forces which aided the establishment of money and credit 
transactions on a large scale. The changing of the sums » 
“received for taxes from money of local circulation into that 
___ of universal acceptance, the deposit and transfer of these 
sums, and the loans demanded by the clergy who were re- ' 
sponsible for them stimulated the commercial and financial 
enterprise of the Italian banking-houses,' if, indeed, their 
business as papal fiscal agents was not the initial cause of 
their transalpine activities. Furthermore, the accounts 
which record the financial business of the papacy furnish 
an important source, as yet only partially used, for the 
comparative study of the economic development of differ- 
ent sections of Europe.’ 
Despite the significance of papal finance in relation to so 
many phases of medieval history the literature of the sub- 
ject is almost entirely of recent date. No monograph, 
so far as I know, attempted systematically to treat papal 
finance as a whole before that of Woker, published in 1878.* 
There were, indeed, earlier writers who devoted entire works 

to special features of the papal financial system, but their 
work was controversial in temper and little instructive in 
substance. The treatment in more general works is equally 
unsatisfactory. Such manuals of canon law as give any 


kiers sur Kirche vom 1285 bis 1304,” in Schmoller’s Staats- und socialwissenschaft- 
liche Forschungen, vol. xvii. (1901), p. 2. 

2 The variety of economic and social topics upon which these accounts throw 
light is well illustrated by Gino Arias, ‘*La Chiesa e Ja Storia economica del Medio 
Evo. Nuovi Studi,” Archivio della R. Societ& Romana di Storia Patria, vol. xxix. 
(1906), pp. 145-181; ‘‘Per la Storia economica del Secolo XIV. Comunicazioni 
d@’ Archivio ed Osservazioni,” Ibid., vol. xxviii. (1905), pp. 300-354. See also 
Charles H. Haskins, ‘‘The Vatican Archives,”” American Historical Review, vol. 
ii. (1897), pp. 46-48, and the works mentioned there. 

3Das kirchliche Fi der Pipste. Ein Beitrag zur Geschichte des 
Papstthums, Nérdlingen. A large portion of the book is given over to the much- i 
controverted chancery and penitentiary fees, but there is some attempt to deal 
with other taxes. It has been superseded by more recent works. 


1Georg Schneider, ‘‘Die finanziellen Beziehungen der florentinischen Ban- ? 


4The long controversy over the fees of the papal chancery and penitentiary, 
for example, has produced many works of this nature. For this literature see 
Woker, Das kirchliche Finanzwesen, pp. 74-76; Lea, ‘The Taxes of the Papal 
Penitentiary,’ English Historical Review, vol. viii. (1893), p. 424. 
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space to this branch of papal administration suffer from 
many inaccuracies,! and those of ecclesiastical history some- 
times add the evil of sectarian bias.2 The nature of the 
sources, which alone could be utilized before the opening 
(in 1881) of the Vatican Archives to students, was such as 
to prevent thorough or accurate treatment. Chroniclers, 
who, if not prejudiced, are often untrustworthy, were the 
chief reliance of the earlier writers. A flagrant example 
is the statement of Villani with regard to the twenty-five 
millions of treasure left by John XXII. at his death. This 
by dint of repetition has acquired the force of tradition, and, 
indeed, is still repeated,’ altho the existing inventory of 
this treasure demonstrates the fabulous nature of the tale.‘ 

During the last twenty years, however, a great change 
has taken place in the character of the literature on papal 
finance. The opening of the Vatican Archives marks a 
turning-point in the historical study of all sides of papal 
activity. Scholars eagerly availed themselves of the op- 
portunity afforded by the wise liberality of Pope Leo XIII., 
who opened the papal records deposited in the secret ar- 
chives, hitherto inaccessible except to a favored few. No 
further incentive was needed to arouse new interest in the 
affairs of the medieval papacy. The relations of the papacy 


1 The best accounts are in Phillips, Kirchenrecht (Regensburg, 1845-72), vol 
v. pp. 540-599, vol. vi. pp. 424-437; Richter, Lehrbuch des katholischen und 
evangelischen Kirchenrechts, 8th ed., by R. Dove and W. Kahl (Leipzig, 1886), 
§ 236. 

2 An illustration of such treatment is found in Gieseler, Lehrbuch der Kirch- 
engeschichte, vol. ii., Part III., 2d ed. (Bonn, 1849), pp. 118-124. Under the 
title ‘‘Ecclesiastical Usurpations” the author presents an inadequate and in some 
respects incorrect account of the new taxes introduced in the fourteenth century, 
interspersed with invective against the papacy. 


3 Two recent writers who repeat this error are Thudichum, Papsttum und Re- 
formation im Mittelalter (Leipzig, 1903), p. 63; Samuel R. Green, A Handbook of 
Church History from the Apostolic Era to the Dawn of the Reformation (London, 
1904), p. 536. 


4 The treasure actually amounted to a little over a million. See the documents 
published by Ehrle, ‘‘Die ‘25 Millionen’ im Schatze Johanns XXII.,”’ Archiv fir 
Literatur- und Kirchengeschichte des Mittelalters, vol. v. (1889), pp. 159-166, and 
Sagmiiller, ‘‘Die Schatz Johanns XXII.,’”’ Historisches Jahrbuch, vol. xviii. (1897), 
pp. 37-57. On this point and also on the general question of the trustworthiness 
of chroniclers see Mollat, ‘‘Jean XXII. (1316-1334) fut-il un Avare?” Revue 
d’Histoire ecclésiastique, vol. v. (1904), pp. 522-530. 
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with the different countries of Europe, the lives of indi- 
vidual popes, papal diplomatics, the work of the chancery 
and the pepitentiary, in short, almost every phase of papal 
history has been the object of new study and research.' 
In no field has this quickened interest displayed itself more 
prominently than in that of finance, where the results are 
the more striking on account of the rich harvest yielded by 
the previously little known fiscal records of the Holy See.? 
In place of a meagre, and in large part prejudiced literature, 
we now possess a considerable body of monographs and 
short papers based on first-hand material and untainted 
by sectarian controversy. 

It should be said that there is no convenient way of giv- 
ing unity to a discussion of this literature. Each writer in 
this virgin territory has independently hewn out a little clear- 
ing, more or less isolated from the others. The plan adopted 
in the following pages, therefore, is that of describing the 
financial organization and the revenues of the papacy as 
portrayed in recent literature, indicating in foot-notes the 
works from which the information on each topic is drawn.’ 
Before proceeding, however, it is only just to indicate 
briefly the more important books by the principal writers. 

The first work which brought to general knowledge the 
series of accounts kept by the papal exchequer and the 
value of their contents was published in 1889 by Adolph 
Gottlob.« Having begun the examination of the cameral 


1On the opening of the Vatican Archives and the research which followed see 
Haskins, The Vatican Archives, pp. 40-58. 


2 Before the opening of the Vatican Archives, a few extracts from these records 
had been published. See Theiner, Codex Diplomaticus Dominii Temporalis 8. 
Sedis (3 vols., Rome, 1861-62), and his other works mentioned below, p. 269, note 
1. See also Munch’s work cited at the same place. 


® When a work is mentioned for the first time, the title is given in full, but in 
subsequent citations the form is contracted. 


4 Aus der Camera Apostolica des 15 Jahrhunderts. Ein Beitrag sur Geschichte 
des pi&pstlichen Finanzwesens und des endenden Mittelalters, Innsbruck. The 
cameral accounts had been exploited to a certain extent previous to 1889, and 
extracts from them had been published. In addition to those noted above (note 
2) and below (p. 269, note 1) the following had appeared: Guasti, ‘‘Gli Avanzi 
dell’ Archivio di un Pratese Vescovo di Volterra che fu al Concilio di Costanza,” 
Archivio Storico Italiano, 4th series, vol. xiii. (1884), pp. 25-41, 171-209, 313- 
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accounts in the course of studies on the papal policy in the 
Turkish wars, Dr. Gottlob became impressed with the 
importance of these records, and stopped by the way to 
investigate the papal financial administration in the fif- 
teenth century. The first third of his work is given to a 
description of the cameral accounts, very general for the 
earlier period,’ but assuming the nature of an inventory 
for the century to which the author especially directs his 
attention.? The remaining pages contain an account of 
the organization of the financial department and the system 
of taxation. The usefulness of the latter part of the work 
is by no means confined to the fifteenth century, since the 
earlier history of the various offices and taxes is usually 
traced. This monograph, like most pioneer works, con- 
tains errors, and many of the topics dealt with have sub- 
sequently received a much more thorough treatment; but 


338; Palmieri, Introiti ed Esiti di Papa Nicold III., Rome, 1889. They had been 
utilized also by a small number of writers concerned primarily with subjects other 
than papal finance (see the introduction to Gottlob’s book, p. 3). The only 
previous descriptions of their extent and contents, however, were two notes so 
brief as to give no ad tion of their importance. See Gregorovius, 

“‘Das Rémische Staatsarchiv, % Historische Zeitschrift, vol. xxxvi. (1876), pp. 
157-173; Ottenthal, ‘‘Bemerkungen iiber piipstliche Cameralregister des 15 
Jahrhunderts,” Mittheilungen des Instituts fiir oesterreichische Geschichtsforsch- 
ung, vol, vi. (1885), pp. 615-626. v 


1 The extant cameral accounts of the Avignonese papacy are deposited mainly 
in the Secret Archives of the Vatican, and these Gottlob made no attempt to classify 
systematically. An inventory of these is given in de Loye, ‘‘Les Archives de la 
Chambre apostolique au XIV¢® Siécle. Premiére Partie: Inventaire,”’ Bibliothéque 
des Eooles frangaises d’Athénes et de Rome, Fasc. 80, Paris, 1899. The general 
nature of the contents of the different series comprised in these accounts is de- 
scribed by Haskins, Vatican Archives, pp. 46-47; Kirsch, Die pipstlichen Kol- 
lektorien in Deutschland wihrend des XIV Jahrhunderts (Paderborn, 1894), 

The method of account-keeping under John XXII. is explained by Géller, 

“Jur Geschichte der pipstlichen Finanzverwaltung unter Johann XXII.,” Ré- 

mische Quartalschrift, vol. xv. (1901), pp. 281-302. The most practical guide 

for the actual use of the accounts in the Vatican is Guérard’s introduction to the 

first volume of ‘‘Documents pontificaux sur la Gascogne d’aprés les Archives du 
Vatican,” Archives historiques de la Gascogne, Paris, 1896. 

2 The cameral accounts of the fifteenth century papacy are preserved largely 
in the Archivio di Statoin Rome. Gottlob overlooked several series deposited there, 
for which see Meister, ‘‘Ausziige aus den Rechnungsbiichern der Camera Aposto- 
lica zur Geschichte der Kirchen des Bistums Strassburg 1415-1513,” Zeitschrift far 
die Geschichte des Oberrheins, new series, vol. vii. (1892), pp. 104-108; Schmitz, 
“*Die Libri Formatarum der Camera Apostolica,’”’ Rémische Quartalschrift, vol. 
viii. (1894), pp. 451-472. A few accounts are in Florence. See Gdller, ‘‘Aus der 

Apostolica,” Rémische Quartalschrift, vol. xvi. (1902), p. 185. 
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it still gives a useful general view of the papal financial 
system. 

Dr. Gottlob’s interest in papal finance did not cease with 
the publication of his first work, and he continued researches 
along lines leading from his original theme. The taxes im- 
posed by the popes for the Turkish wars suggested the ques- 
tion of the papal right to levy these taxes, which, in turn, 
involved their origin and development. Gottlob, there- 
fore, published in 1892 a monograph on the history and ad- 
ministration of the crusading taxes in the thirteenth cen- 
tury.! In this field he broke new ground, and altho his 
monograph utilized only the then available printed sources, 
and even these not exhaustively, it still remains the best 
authority we have on the subject. The failure to make 
use of manuscript materials is, however, especially regret- 
table? Dr. Gottlob has continued his researches in this 
field indefatigably. The consideration of the crusading 
taxes, designated by him as the first great step in the up- 
building of the papal financial system of the later middle 
ages, was followed in 1903 by a treatise on the servitia taxes 
which constitute the second step. This little book con- 
tains a mass of valuable material industriously gathered 
from widely scattered sources, but the presentation suffers 
from the attempt, filling a large part of the work, to make 
the facts fit into a preconceived theory of the origin of these 
taxes.‘ 

1 Die pipstlichen Kreussugs-Steuern des 13 Jahrhunderts: ihre rechtliche 
Grundlage, politische Geschichte, und technische Verwaltung, Heiligenstadt. 


2 Collectoria 213 in the Vatican Archives, for example, is a summary of the 
collectors’ reports for the universal sexennial tenth imposed by the council of 
Lyons in 1274, and contains much additional information on the political history 
and technical administration of that impost. 


3**Die Servitientaxe im 13 Jahrhundert. Eine Studie zur Geschichte des 
 pipstlichen Gebihrenwesens,”’ Kirchenrechtliche Abhandlungen, herausgegeben von 
U. Stuts, Stuttgart. 

¢ Another study by Gottlob more directly arising out of his first theme appeared 
in 1906: ‘‘Kreuzablass und Almosenablass. Eine Studie iber die Frihzeit des 
Ablasswesens,”’ Kirchenrechtliche Abhandlungen, herausgegeben von U. Stutz, 
Stuttgart. The book is concerned with the origin and early history of the two kinds 
of indulgences, and gives little space to the period when they began to be of financial 
importance to the papal exchequer. 


| | 
| 
| 


FINANCIAL SYSTEM OF PAPACY 257 


The next author after Gottlob to enter the field of papal 
finance was likewise led to the subject indirectly, but from 
an entirely different starting-point. Paul Fabre, as a mem- 
ber of the Ecole frangaise de Rome, began explorations in 
the Vatican Archives for material relating to the early 
administration of the papal patrimonies, and in the pursuit 
of this object became interested in the Liber Censuum. 
This great compilation, drawn up by the camerarius Cencio 
in 1192, contains a list of those who paid census to the Holy 
See, together with copies of many documents confirmatory 
of the papal claims. Fabre, impressed with the importance 
of the document, began to edit it, and published the first 
part in 1889.! Three years later he gave to the public his 
Etude sur le Liber Censuum, in which he not only treats 
critically the manuscripts and sources of the Liber Censuum, 
but also delineates the history of the institution itself. In 
an admirably clear and concise style, resembling that of 
his teacher, Fustel de Coulanges, Fabre traces the extension 
in the use of the term “census” and the origin and growth 
of the various papal dues to which the term came to be 
applied. This volume, the result of a keen analytical study 
of the sources, is not likely to be superseded as a work 
of prime importance on the early papal revenues, altho 
some of Fabre’s statements concerning the class of census 
known as Peter’s pence have been amplified or corrected 
in a recent doctoral dissertation by O. Jensen.’ The latter 
is interested more especially in the history and administra- 
tion of the English Peter’s pence, which he treats more 
fully and critically than Fabre. The works of the two 
should be read together. 

The study of Fabre was followed in 1894 by Leo K6nig’s 


1“‘Le Liber Censuum de romaine,” Biblioth’que des Ecoles francaises 


- d’Athénes et de Rome, Paris. 


2 ‘tude sur le Liber Censuum de I’Kglise romaine,” Biblioth¢que des Ecoles 
francaises d’Athénes et de Rome, Fase. 62, Paris, 1892. 


3 Der englische Peterspfennig und die Lehensteuer aus England und Irland 
an den Papststuhl im Mittelalter (Rostocker Inaugural Dissertation), Heidelberg, 
1903. This in substance is practically the same as his paper, ‘‘The ‘Denarius 
Sancti Petri’ in England,’”’ Transactions of the Royal Historical Society, new series, 
vols. xv. (1901), pp. 171-261, xix. (1905), pp. 209-277. 
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treatise on the papal exchequer under Clement V. and 
John XXII.‘ In this compendious little book of eighty- 


‘seven pages Professor Kénig outlines the papal financial 


system as it existed in the early part of the fourteenth cen- 
tury. The title, however, issomewhat misleading, for, how- 
ever true the description of the system under Clement V. 
may be, it is inadequate for the period of change under 
John XXII. The author obtained nearly all of his material 
from the printed registers and cameral accounts of Clement 
V., and failed to utilize the much greater mass of manuscript 
accounts existing for the pontificate of John XXII. The 
financial system of John XXII. still remains an attractive 
field for investigation.’ 

In the same year Professor J. P. Kirsch, of Freiburg, 
Switzerland, one of the most prolific writers on the subject, 
published his first important work, the initial volume of a 
series of publications on the financial history of the four- 
teenth century papacy issued under the auspices of the 
Gérres-Gesellschaft.* It consists of extracts from the ac- 
counts of the collectors of the papal revenues in Germany, 
with an elaborate introduction on the system of collection 
as it appears in the cameral accounts of the fourteenth 
century. In the course of this investigation Kirsch gathered 
much material on the finances of the cardinal-college, which 
forms the basis of a brief but valuable monograph published 
in 1895.‘ His discussion of the relation of the camera of 
the cardinal-college to the papal camera and of the revenues 
shared between the two has been supplemented by the re- 

1Die p&pstliche Kammer unter Clemens V.und Johann XXII. Ein Beitrag 
sur Geschichte des pipstlichen Finanzwesens von Avignon, Vienna. 


2.On the nature of the field and the sources see Gdller, ‘‘Zur Geschichte der 
papstlichen Finanzverwaltung unter Johann XXII.,” Rémische Quartalschrift, 
vol. xv. (1901), pp. 281-302. On the sources see also de Loye, Les Archives de la 
Chambre apostolique. 


3**Die p&pstlichen Kollektorien in Deutschland wihrend des XIV Jahrhun- 
derts,” Quellen und Forschungen aus dem Gebiete der Geschichte. In Verbindung 
mit ihrem historischen Institut in Rom, herausgegeben von der Gérres-Gesellschaft, 
Paderborn, 1894. 


tung 
_ dert,” Kirchengeschichtliche Studien, herausgegeben von Dr. Knépfler, Dr. 
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searches of Paul M. Baumgarten, who published in 1898 an 
ample volume containing a large number of extracts from 
manuscripts and a long introduction.1_ The work of Baum- 
garten rarely duplicates that of Kirsch, but expands or cor- 
rects some points and adds much that is entirely new. In 
1903 Kirsch contributed another volume to the Gérres-Gesell- 
schaft series, devoting himself this time to the annates, 
and the short but illuminating introduction presents one of 
the clearest expositions of the nature of this much misunder- 
stood benefice tax that can be found in print.? 

The work of Samaran and Mollat on papal finance in 
France during the fourteenth century® fittingly closes the 
list of more important studies, not only because it is the 
most recent, but also because, despite the apparent limita- 
tion of the title, it is the best general survey of the papal 
financial system that has yet appeared. The volume em- 
bodies the results of much patient research in the Vatican 
Archives on the part of the author , one of whom, Samaran, 
‘was formerly a member of the Ecole francaise de Rome, 
while the other was chaplain of the communjty of Saint- 
Louis-des-Francgais 4 Rome. They were the first to under- 
take the work of searching the papal registers for material 
supplementary to that found in the cameral accounts and 
combine properly the results of the double investigation. 
Their work, with much new material, contains a scholarly 
and interesting treatment of the organization of the central 
administration, the history of the taxes levied through col- 
lectors, the work of these officials, their relations to the 
camera, the methods of conveying the proceeds of taxation 
to the curia, and the effects of the papal fiscal policy on the 
French clergy. 


1 Untersuchungen und Urkunden iiber die Camera Collegii Cardinalium fir 
die Zeit von 1295 bis 1437, Leipzig. a 


2**Die papstlichen Annaten in Deutschland wihrend des XIV Jahrundert. 
Erster Band: von Johann XXII. bis Innocenz VI.,’’ Quellen und Forschungen aus 
dem Gebiete der Geschichte. In Verbindung mit ihrem historischen Institut in 
Rom, herausgegeben von der Gérres-Gesellschaft, Paderborn. 


3‘*La Fiscalité pontificale en France au XIV® Siécle,’”’ Bibliotheque des Ecoles 
frangaises d’Athénes et de Rome, Fasc. 96, Paris, 1905. 
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In this rapid enumeration the consideration of the large 
amount of periodical literature now existing has been neces- 
sarily omitted. References to this literature, sufficiently 
indicating its nature, occur in the following pages, but, in 
passing, the work of Emil Géller should be mentioned. 
This brilliant young assistant in the Prussian Historical 
Institute at Rome has done much work during the past few 
years on the financial documents in the Vatican Archives, 
and has published from time to time a number of brief and 
pithy papers, mainly on obscure topics connected with papal 
finance. These form a valuable contribution to the litera- 
ture of the subject.’ 


II. Administrative Organization. 


During the early middle ages the papacy may scarcely 
be said to have had a financial department. The papal | 
income was derived mainly from the patrimonies, which’ 
necessitated organization for the management of estates | 
rather than for the administration of finances.? After the 
eighth century new sources of income were found in Peter’s 
pence and the census paid by exempt churches and monas- 
teries, but these new revenues were rendered at the Holy 
See by the payers themselves or were forwarded irregularly 
as opportunity offered.* No new organization was developed 
for the levy of these taxes, and the simple financial business 
of the papacy continued to be performed by the household 
officials.‘ 

1 Information on papal finance is occasionally found in more general works, 


such as Haller’s Papsttum und Kirchenreform. Vier Kapitel zur Geschichte des 
ausgehenden Mittelalters, Berlin, 1903. 


2On the administration of the papal patrimonies see Fabre, De Patrimoniis 
Romanae Ecclesiae usque ad Aetatem Carolinorum (Thesis), Lille, 1892; Grisar, 
‘*Verwaltung und Haushalt der pipstlichen Patrimonien um das Jahr 600,” Zeit- 
schrift fir katholische Theologie, vol. i. (1877), pp. 526-563; Schwarzlose, ‘‘Die 
Verwaltung und die finanzielle Bedeutung der Patrimonien der rémischen Kirche 
bis sur Grundung des Kirchenstaats,” Zeitschrift fiir Kirchengeschichte, vo 
xi. (1890), pp. 62-100. 


3 Daux, ‘‘Le Cens pontifical dans |’Eglise de France,”” Revue des Questions his- 
toriques, vol. xxv. (1904), pp. 64-66; Jensen, ‘ Denarius Sancti Petri,’ vol. xix. 
Pp. 228-229. 


4 Fabre, Etude, pp. 149-155. 
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The first impulse towards the formation of an adminis- 
trative department for finance was given by the necessity 
of increasing the papal income. In the latter part of the 
twelfth century, with expanding political and ecclesiastical 
interests, the popes were outgrowing the revenues from the 
States of the Church, just as the kings of France and Eng- 
land were finding it impossible to supply their wants from 
their old dues. The financial difficulties of the Holy See 
were becoming apparent as early as the time of Alexander 
III. (1159-1181), who was forced by the exigencies of the 
schism to contract many loans.’ There is first of all an 
endeavor to secure a greater yield from the old revenues, 
the administration of which had fallen into such disorder 
that it was frequently impossible to determine who the 
tax payers were or how much they owed. It was to remedy 
this disorder that Cencio drew up the Liber Censuwum in 
1192.2, Under Innocent III. (1198-1216) we hear of a few 
special agents sent out to enforce the better payment of 
this revenue,’ and Honorius III. (1216-27) devised, and for 
a brief time put into execution, a plan for the systematic 
gathering of census by collectors despatched for this purpose 
into all parts of Europe.‘ 

The continually increasing needs of the papacy, however, 
could not be met merely by a more rigid and orderly en- 
forcement of the old papal dues. In the first half of the 
thirteenth century, in addition to the burdens imposed by 
the costly struggle with the Hohenstaufen, the papacy 
undertook to finance the crusades.5 This was the point of 
departure for a new tax on clerical incomes which ultimately 
made necessary the creation of a strongly centralized de- 

1 Fedor Schneider, ‘‘Zur dlteren papstlichen Finanzgeschichte,” Quellen und 
Forschungen aus italienischen Archiven und Bibliotheken, vol. ix. (1906), pp. 2, 


8-12. 


2 Fabre, Etude, pp. 1-2. 3 Daux, Le Cens pontifical, pp. 67-68. 


4 Kirsch, ‘‘Les Collectories de la Chambre apostolique vers le Milieu du XIVe. 
Sidele,” Compte Rendu du troisitme Congres scientifique international des Catho- 
liques, tenu & Bruxelles du 3 au 8 Septembre, 1894, Sec. 2, p. 291. 

5 Kirsch, ‘‘Comptes d’un Collecteur pontifical du Dioctse de Lausanne sous le 
Pape Jean XXII.,” Archives de la Société d’Histoire du Canton Fribourg, vol. 
viii. (1903), p. 65. 
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partment for the administration of the papal finances. 
The crusading subsidies, payable by all the clergy under 
the dominion of the Holy See, required an elaborate organ- 
ization for their assessment and levy. At first each bishop 
attended to the collection within his diocese and forwarded 
the proceeds to the Holy Land as opportunity offered, but 
under this method much of the money never arrived at its 
destination. Various remedies gradually tending toward 
centralized control were tried. We find the bishops made 
responsible to a central committee of supervisors appointed 
by the pope. But this after trial was found inadequate, 
since the bishops were still not sufficiently amenable to 
papal control. They were eventually displaced by collectors 
appointed by and responsible to the central authority, whose 
work was step by step systematized and made uniform. 
This process may be said to have been completed about 
1274.1 

The control of the new agents was naturally placed in 
the hands of the officials who had previously handled the 
papal revenues. But the simple organization of former 
days no longer sufficed. Under its new responsibilities 
the, papal exchequer, known as the camera, changed from 
a position of comparative insignificance to one of great im- 
portance. As representing the curia to the outside world, 
it came to rival the great department of the chancery.” 
The powers of the camera continued to grow until well into 
the fourteenth century. Loans repeatedly contracted by 
the popes in the latter part of the thirteenth century ® indi- 
cate that, despite the yield of the new income taxes, the 
current revenues still barely sufficed to meet the more 
pressing and immediate needs of the papal exchequer. 
The political differences of Boniface VIII. (1295-1303) with 
a large part of the princes of Europe weakened these already 


7 1Gottlob, Kreuszugs-Steuern, pp. 167-168. 

2 Max Jansen, ‘‘Papst Bonifatius IX. und seine Beziehungen zur deutschen 
Kirche,’ Studien und Darstellungen aus dem Gebiete der Geschichte, herausge- 
geben von H. Grauert (Freiburg im Breisgau, 1904), p. 108. 

*Gottlob, ‘‘Papstliche Darlehenschulden,” Historisches Jahrbuch, vol. xx. 
(1899), pp. 676-685. 
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slender resources,’ and the removal of the papacy to Avignon ¥ 
a few years later seriously curtailed the income from the’ 
Papal States.? The first half of the fourteenth century,: 
therefore, saw the origin of a number of new taxes, and the 
administration of these naturally added to the duties and’ 
powers of the camera. 

In the development of the papal finances an epoch is 
marked by the pontificate of John XXII. Not only were 
several new taxes instituted by this great administrator, 
but the application of old taxes was expanded and their 
exaction more strictly enforced. The work of the collectors 
was more closely supervised, the duties of the officials com- 
posing the camera became more sharply defined, and a 
uniform system of bookkeeping was adopted. After this 
period of financial and administrative reform no wholly 
new taxes were introduced during the fourteenth century, 
and such changes as took place in the administrative sys- 
tem were mainly along the lines marked out by John XXII. 
The fifteenth century, in many respects transitional in 
character, witnessed no increase in the authority of the 
papal camera. We may say, then, that. about the middle 
of the fourteenth century is the time when the financial 
system of the medieval papacy was working in the full 
vigor of its highest development. It is this period to which 
the following description applies. x 


The most important member of the staff composing the 
papal camera‘ was the camerarius, who had complete charge 


1 Grandjean, ‘‘Recherches sur |’Administration financitre du Pape Benoit 
XI,” Mélanges d’Archéologie et d’Histoire, vol. iii. (1883), pp. 47-48. 

2 Kirsch, Comptes d’un Collecteur pontifical, p. 66. 

®Samaran et Mollat, La Fiscalité pontificale, pp. 159-160; Kirsch, ‘‘L’Ad- 
ministration des Finances pontificales au XIV® Siécle,’’ Revue d’Histoire ecclésias- 
tique, vol. i. (1900), p. 274. 


4 For literature on the papal camera and its organization see Berliére, ‘‘Inven- 
taire analytique des Libri Obligationum et Solutionum des Archives vaticanes au 
Point du Vue des anciens Dioctses de Cambrai, Liége, Thérouanne et Tournai,”’ 
Institut historique belge de Rome (Rome, 1904), Introd., p. iii, note 1. The papal 
camera alone is considered here. The cardinal-college also had a camera, which 
was established in the latter part of the thirteenth century to handle the share of 
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of financial affairs, subject solely to the higher authority 
of the pope. The camerarius not only directed the fiscal 
policy, but also intervened in the smallest details of admin- 
istrative work. Both the subordinate members of the bureau 
and the agents acting outside the curia were subject to his 
orders. He appointed the collectors, superintended their 
work, and ruled their relations with the tax payers.' The 
camerarius was a minister of finance, with an exceptionally 
intimate knowledge of the temporal affairs of the papacy 
due to this thoroughness of supervision, and thus was in- 
evitably one of the most influential officials of the curia.? 

The member of the camera who ranked next to its chief 
was the treasurer. He received the money, was responsi- 
ble for its safe-keeping, and made the necessary disburse- 
ments.* Whenever requested by the pope, he rendered an 
account of the sums in the treasury,‘ and once a year sub- 
mitted a report to a council of the camera presided over 
by the camerarius. The treasurer, like the camerarius, 
might appoint collectors, receive, examine, and approve 
their accounts, give receipts, and issue instructions to them, 
Ordinarily, however, when such documents are issued in 
his name, the approval of the camerarius is mentioned,® 
and his position was evidently one of subordination to the 
head of the department. 

The camerarius had the assistance and advice of a college 
of clerks, usually three or four in number, who owed obedi- 


the revenues of the Roman church granted to the cardinals in 1289 by Nicholas IV. 
The camera of the cardinal-college, however, participated in the levy only of such 
taxes as were paid directly at the curia and received its share of other revenues from 
the papal camera. The latter, therefore, was relieved only to a small extent of its 
administrative burdens. Kirsch, L’Administration des Finances pontificales, p. 
278. On the cardinal camera see the works cited above, pp. 258-259. 

1 Gottlob, Aus der Camera Apostolica, pp. 78-79; Samaran et Mollat, La 
Fiscalité pontificale, p. 3. 

2 Géller, ‘Mitteilungen und Untersuchungen iiber das papstliche Register- und 
Kanaleiwesen im 14 Jahrhundert, besonders unter Johann XXII. und Benedikt 
XII.,” Quellen und Forschungen aus italienischen Archiven und Bibliotheken, vol. 
vii. (1904), p. 47; Jansen, Papst Bonifatius IX., p. 109. 


3 Kirsch, L’Administration des Finances pontificales, p. 292. 
4 Kénig, Die pipstliche Kammer, p. 78. 
5 Samaran et Mollat, La Fiscalité pontificale, p. 6. 
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ence to him and performed whatever duties might be as- 
signed to them, whether within or without the curia. Among 
other things they assisted in making receipts and dis- 
bursements, balancing and entering accounts, and draw- 
ing up cameral letters and documents. They sometimes 
went on extraordinary embassies and were often appointed 
collectors.1_ Altho subordinate to the camerarius in ex- 
ecutive matters, the cameral clerks formed for him an 
advisory council, and together with the camerarius and 
treasurer had part and voice in the sittings of the camera.’ 
Gottlob sees in the cameral clerks what Bagehot and Lowell 
find in the permanent under-secretaries of the English 
administrative departments,—the solid foundation which 
preserved the unbroken continuity of financial administra- 
tion, whatever the vicissitudes in the fortunes of the papacy 
and the changes in the heads of the department.® 

In the medizval administrative systems there existed a 
close connection between judicature and finance. In Eng- 
land during the Norman period the same officials sat in the 
exchequer and in the courts of justice, and when under 
later kings the judiciary divided into three great branches, 
each with its separate jurisdiction, the exchequer formed 
one of these. In a similar manner the French chambre des 
comptes combined both administrative and judicial functions 
in respect to finance.’ The papal camera formed no excep- 
tion to the rule, and its staff was well organized to handle 
litigation arising in connection with the revenues. The 
camerarius possessed a jurisdiction, shared by the treas- 
urer, over officials and agents of the camera, over papal 


1 Document published by Haller, ‘‘Zwei Aufzeichnungen tiber die Beampten 
der Curie im 13 und 14 Jahrhundert,” Quellen und Forschungen aus italienischen 
Archiven und Bibliotheken, vol. i. (1898), p. 8; Kénig, Die papstliche Kammer, 
pp. 80-81. 


2 Samaran et Mollat, La Fiscalité pontificale, p. 7. 
3 Gottlob, Aus der Camera Apostolica, p. 112. 


4Stubbs, The Constitutional History of England (Oxford), vol. i. (1897), pp. 
406-407, 418, vol. ii. (1896), pp. 279-280. 


5Viollet, Histoire des Institutions politiques et administratives de la France, 
vol. iii. (Paris, 1903), pp. 371-378. 
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debtors, and over a large part of the members of the curia.’ 
There were also an auditor camerae and a vice-auditor,? 
either of whom acted as a judge of first instance in cases 
concerned with the revenue and its collection, when ordered 
to do so by the camerarius.* The auditors in their delegated 
judicial authority did not supersede their superior officer, 
who could still, in person or through delegates, hear and 
decide catses. Connected with the auditor was a sigillator 
whose duty it was to affix the seal of the auditor to docu- 
ments. The fees received for the performance of this office, 
like those received by the bullatores,* were delivered to the 
camera. The remaining members of the legal force were 
the procurator fisct and the advocati camerae. The former, 
who was the prosecuting attorney in all cases touching the 
revenue, was not strictly a member of the camera, but the 
execution of his duties brought him into very close contact 
with it, and he was obliged to consult the head of the 
department whenever its interests were involved.’ The 
cameral advocates looked after the affairs of the camera 
in cases introduced by the procurator fisci, and supplied the 
camerarius with whatever legal advice he might desire.* 


1 Document published by Haller, Zwei Aufzeichnungen ber die Beampten der 
‘Curie, pp. 16-17; Samaran et Mollat, La Fiscalité pontificale, pp. 3, 136; Kénig, 
Die p&pstliche Kammer, p. 75. 


2 The judicial organization of the camera has received scant attention. In an 
article published as late as 1902 Kirsch suggests that the office of auditor camerae was o 
introduced by John XXII. ‘‘Note sur deux Fonctionnaires de la Chambre apos- 
tolique au XIV¢ Siécle,”” Mélanges Paul Fabre (Paris), pp. 390-403. Hinschius, 
however, had already pointed out the existence of the name under Nicholas III. 
(1277-80). Kirchenrecht, vol. i. (Berlin, 1869), pp. 409-410. Presumably juris- 
diction attached to the office at this early date, but the first notice of this jurisdic- 
tion, known to me, occurs in a document of 1298, ‘‘Historia et Cartularium Monas- 
terii Sancti Petri Gloucestriae,”’ Rolls Series, vol. i. (London, 1863), Introd., p. 

3 The fullest account of the functionsof these two officials is given by Géller, 
“Aus der Camera Apostolica,”” Rémische Quartalschrift, vol. xv. (1901), pp. 425- 
427; ‘‘Die Constitution ‘Ratio Iuris’ Johannes XXII. und die Camera Apostolica,’’ 
Rémische vol, xvi. (1902), pp. 415-417. 


4 See below, p. 293. 

S Document published by Haller, Zwei Aufzeichnungen tber die Beampten 
der Curie, p. 22; Kirsch, Note sur deux Fonctionnaires de la Chambre apostolique, 
p. 397. 

® Document by Haller, p. 22; Samaran et Mollat, La Fiscalité pontificale, 
p. 136. 
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The personnel of the camera was completed by a number 
of subordinates: scriptores, who performed the clerical work 
of the department; cursores, who acted as messengers; and 
notaries.* 

Outside the curia numerous agents were employed in 
collecting the revenues and transmitting them to the camera. 
As already indicated, collectors had first been sent out from 
the curia in the early part of the thirteenth century, to 
gather the census. But the census did not in itself consti- 
tute a sufficiently important source of income to warrant 
the maintenance of a regular staff of collectors, and it was 
only in connection with the new crusading taxes that such 
a system was established.? The collectors of this revenue 
were usually commissioned to raise other papal dues within 
their respective districts. Throughout the thirteenth cen- 
tury, however, the organization lacked the element of 
permanency, since the tenure of office of the collectors was 
determined primarily by the intermittently imposed Holy 
Land subsidies. It was not until the time of John XXII. 
and the following popes, when the succession of important 
taxes became practically continuous, that large parts of 
Europe came to be organized into collectorates, in each of 
which « collector was permanently maintained.* 

The collectors received appointment from and were re- 
movable at the will of the pope or the camerarius.* Clerks 
of low rank in the hierarchy, such as canons, were usually 
selected for the office, probably because, like the men of 
low estate with whom the French kings were filling their 
administrative offices, they could be relied upon for faithful 
service. The collector, after receiving instructions in his 
duties at the camera, went into his district, which was 


1 Document by Haller, pp. 25-26; Samaran et Mollat, La Fiscalité ponti- 
ficale, p. 8; Kénig, Die papstliche Kammer, p. 81. 
2 See above, p. 261-262. 


3 Kirsch, Les Collectories de la Chambre apostolique, p. 291. An excellent 
account of the French collectorates and the work of the collectors is given by Sam- 
aran et Mollat, La Fiscalité pontificale, chaps. iii.—iv. 


4Samaran et Mollat, La Fiscalité pontificale, pp. 77-78. 
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usually a group of church provinces, bearing with him letters 
of introduction to the local prelates. On his arrival he pub- 
lished his commission, and after consulting the bishops and 
cathedral clergy proceeded to name sub-collectors in each 
diocese. The actual work of collection was done mainly by 
these assistants under the direction and close supervision of 
the collector, to whom they delivered the money received 
together with their accounts. To enforce payment, the col- 
lector was supplied with full powers of excommunication, 
suspension, and interdict, which he could confer upon his 
deputies." 

The position of the collector in relation to the camera 
was necessarily one of considerable independence.? It 
was impossible for the camera to maintain a close super- 
vision over the acts of its agents in distant lands, and, altho 
collectors sometimes sent to the camera for advice in cases 
not covered by their instructions,’ this could not always be 
done. The efficiency of the control was guaranteed, how- 
ef by the accounts which the collectors were required to 


der. \ Each collector during his term of office reported at 

gular intervals the progress of the work, and at the close 
of his mission there took place a final reckoning with the 
camera for the whole period of his administration. If a 
collector failed to present his accounts, he was cited to ap- 
pear before the camera on pain of excommunication, and, 
if this proved ineffective, he might be brought by force.‘ * 
There was no common form for drawing up the accounts. 
Ordinarily they contained a statement of the money re- 
ceived, the amounts deposited or transferred to the camera 
or its bankers, and the expenses incurred in its collection, 
but there is great diversity in the number, variety, and order . 


1 Kirsch, Die pipstlichen Kollektorien, Introd., pp. |-li, lvi-Iviii. 

2De Lesquen et Mollat, Mesures fiscales exereées en Bretagne par les Papes 
d@’Avignon & I’Epoque du grand Schisme d’Occident (Paris, 1903), p. 18. 

*A common item in the expense accounts of collectors is for messengers de- 
spatched to the camera for instructions. See, for example, Kirsch, Die papstlichen 
Kollektorien, pp. 75-76. 


*Samaran et Mollat, La Fiscalité pontificale, pp. 126-127; Kirsch, Die pipst- 
lichen Kollektorien, Introd., p. lix. 
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of details furnished.1 The account when received at the 
camera was verified item by item by a clerk, who prepared 
a short summary to be laid before the camerarius, or some- 
times before the whole camera, for approval. Only when 
thus approved did the collector receive a discharge.? This 
mode of control, altho somewhat loose, rarely resulted in 
dishonesty and malversation on the part of the collectors, 
who appear for the most part to have performed their duties 
faithfully and well.* 

The money gathered by the collectors arrived at the curia 
in various ways. Occasionally it was sent by special mes- 
sengers or brought by the collectors themselves, but ordi- 
narily it was transferred to representatives of the Italian 
banking-houses employed by the camera for the purpose of 
receiving deposits and transmitting them to Rome. In the 
early part of the thirteenth century the Templars had been 
used for these purposes.‘ But the organization of the 


1 Many good specimens of collectors’ accounts are in print. Theiner, Vetera 
Monumenta Historica Hungariam Sacram Illustrantia, vol. i., Rome, 1859; Vetera 
Monumenta Poloniae et Lithuaniae Gentiumque Finitimarum Historiam I)lus- 
trantia, vol. i., Rome, 1860; Vetera Monumenta Hibernorum et Scotorum Histo- 
riam Illustrantia, Rome, 1864; Munch, Pavelige Nuntiers Regnskabs-og Dag- 
béger, Férte under Tiende-opkraevningen i Norden, 1282-1334, Christiania, 1864; 
Haid, ‘Liber Decimationis Cleri Const, is pro Papa de Anno 1275,” Frei- 
burger Diécesan-Archiv, vol. i. (1865), pp. 1-303; Hauthaler, Libellus Decimationis 
de Anno 1285 (Beilage zum Programm—38 Ausweis—des f. e. Privatgymnasiums 
Collegium Borromium), Salzburg, 1887; Monumenta Vaticana Historiam Regni 
Hungariae Illustrantia, Series I., vol. i., Rationes Collectorum Pontificiorum in 
Hungaria, 1281-1375, Budapest, 1887; Fabre, ‘‘La Perception du Cens apostolique 
dans I’Italie centrale en 1291,’’ Mél d’Archéologie et d’Histoire, vol. x. (1890), 
Ppp. 377-383; ‘‘La Perception du Cens apostolique en France, 1291-1293,’’ Ibid., 
vol. xvii. (1897), pp. 225-278; ‘‘ Les Décimes ecclésiastiques dans le Royaume d’ Arles 
de 1278 & 1283,” Annales du Midi, vol. iv. (1892), pp. 372-380; Steinherz, ‘‘Die 
Einhebung des Lyoner Zehnten im Ersbisthum Salzburg,” Mittheilungen des In- 
stituts fiir oesterreichische Geschi hung, vol. xiv. (1893), pp. 1-86; Kirsch, 
Die pipstlichen Kollektorien; Comp d’un Collect pontifical; Fraikin, Les 
Comptes du Dioctse de Bordeaux de 1316 & 1453 d’aprés les Archives de la Chambre 
apostolique, Rome, 1903; Gdller, ‘‘Zur Geschichte des Bistums Basel im 14 Jahrhun- 
dert,”” Quellen und Forschungen aus italienischen Archiven und Bibliotheken, 
vol. vi. (1904), pp. 16-24. 


2Samaran et Mollat, La Fiscalité pontificale, pp. 127-131; Kirsch, Die p&pst- 
lichen Kollektorien, Introd., pp. lxiii-Lxiv. 


3 Mollat, ‘‘Procts d’un Collecteur pontifical sous Jean XXII. et Benott XII.,” 
Vierteljahrschrift fir Social- und Wirtschaftsgeschichte, vol. vi. (1908), pp. 212-213. 


4 Delisle, ‘‘Mémoire sur les Opérati fi igres des Templiers,”’ Mémoires de 


l'Institut national de France. Académie des Inscriptions et Belles-Lettres, vol. 
xxxiii. (1888), Part II., pp. 21-22, 25-26. 
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Templars was too clumsy to meet the increasing financial 
business of the popes, who were already using the Italian 
firms for making loans and for exchange, and soon began to 
employ them in all their money transactions.' By the 
second half of the century the Italian bankers had almost 
entirely superseded the Templars.” 

The firms which the papacy employed for its financial 
transactions were in close relation with the camera and had 
the title mercatores camerae*® They kept representatives at 
the curia, who were members of the papal household,‘ and 
had branches or agents in the principal money centers 
of Europe.’ The collectors on receiving the money de- 
posited it in safe places, usually in monasteries, where it 
remained until they received orders from the curia to trans- 
fer it to the cameral merchants. The latter gave receipts 
for any sum assigned to them, in which they promised 
to restore the amount in full in any designated place on 
the demand of the collector or of an accredited agent of 
the pope. They took all risks, such as those of robbery 
and shipwreck, and pledged the possessions of the whole 
firm as a guarantee for repayment.’ The money might be 


1¥Fedor Schneider, Zur Alteren pipstlichen Finanzgeschichte, p. 3; David- 
sohn, Geschichte von Florenz, vol. i. (Berlin, 1896) p. 798. 


2 Jordan, ‘‘Le Saint-Sidge et les Banquiers italiens,”” Compte Rendu du trois- 
iéme Congres scientifique international des Catholiques, sec. 5, p. 294. 


® The title campsores camerae seems to have been applied to them also without 
distinction. See, for example, the document in Liber Censuum, vol. i. p. 12*. 
The exact significance of the title, like that of mercatores regis in England, is not 
clear, for some firms seem to have participated in papal business who did not have 
the title. Jordan, Le Saint-Sitge et les Banquiers italiens, p. 294; Gottlob, Kreuz- 
zugs-Steuern, p. 251; Georg Schneider, Die finanziellen Beziehungen, pp. 61-64. 

“Document published by Haller, Zwei Aufzeichnungen tiber die Beampten 
der Curie, p. 22. 

5 Georg Schneider, Die finanziellen Beziehungen, pp. 30-32. 

6 Kirsch, Die pipstlichen Kollektorien, Introd., p. lvi. 

7 For the form of different contracts and the responsibilities of the papal bankers 
see Arias, ‘‘Per la Storia economica del Secolo XIV. Comunicazioni d’ Archivio 
ed Osservazioni,’’ Archivio della R. SocietA Romana di Storia Patria, vol. xxviii. 
(1905), pp. 336-345. On the juridical personality of the banking firms doing the 
cameral business see Arias, ‘‘Le Societ& di Commercio medievali in Rapporto con 
la Chiesa. Osservazioni e Documenti sulla loro Costituzione interna,” Ibid., vol. 
xxix. (1906), pp. 351-377. 
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ordered to Rome at once or the bankers might be allowed 
to hold it in deposit for a time, and in the latter case they 
might derive a profit by using it for capital in other enter- 
prises. The specie itself was sometimes sent to Rome; at 
other times the transfer was made by a bill of exchange.” 
The merchants of the camera also served as money changers. 
The collectors were obliged to accept payment of taxes in 
the currency of the country where they were levied,’ and 
such receipts had to be changed to the money in use at 
the papal curia.* For these services the merchants were 
paid at a variable rate.’ A third office performed by the 
cameral merchants was that of advancing loans on the se- 
curity of the papal revenues. In return, certain taxes were 
assigned to be paid to them when collected. The collec- 
tion itself might be placed in their hands; but, because of 
the general tendency to separate administrative and finan- 
cial functions, this was of rare occurrence.’ For such loans 
the popes must usually have paid interest, either directly 
or indirectly. The camera kept running accounts with 
the merchants, and maintained an efficient control through 
its power to call at any time for their accounts and papers 
in order to strike a balance.’ If the firms failed to meet 


1 Georg Schneider, Die finanziellen Beziehungen, p. 34. 
2 Jordan, Le Saint-Siége et les Banquiers italiens, p. 293. 
» *Gottlob, Kreuzzugs-Steuern, p. 265, sec. 31. 
4Samaran et Mollat, La Fiscalité pontificale, pp. 142-143. 


5 The merchants who transported the Hungarian tenth in 1281-86 charged 
about 25 per cent. Monumenta Vaticana Historiam Regni Hungariae Illustrantia, 
vol. i. p. 8. Several examples of a high rate are given by G. Schneider, Die finan- 
ziellen Beziehungen, p. 37; Gottlob, Kreuzzugs-Steuern, p. 249. In the fourteenth 
century the rate was much less. Examples given by Arias indicate that the rate 
for transportation varied from } to 4 per cent. II Sistema della Costituzione eco- 
nomica e sociale italiana nell’ Et& dei Comuni (Turin, 1905), pp. 533-541. 

®G. Schneider, Die finanziellen Beziehungen, pp. 39-44. 

7 Jordan, Le Saint-Sitge et les Banquiers italiens, p. 299. 

8 Gottlob, Papstliche Darlehenschulden, p. 715; F. Schneider, ‘‘Das kirchliche 
Zinsverbot und die kuriale Praxis im 13 Jahrhundert,” Festgabe Heinrich Finke 
(Minster i. W., 1904), pp. 159-167. It is difficult to distinguish when interest was 
paid, as it was usually concealed in the terms of the contract. Arias prints a docu- 
ment of 1328 in which its payment by the pope is clearly stated. II Sistema, p. 
548. 

®Samaran et Mollat, La Fiscalité pontificale, p. 155. 
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their obligations or seemed financially unsound, the pope 
could sequestrate their property.’ 

The position occupied by the cameral merchants gave 
them great advantages for securing other business besides 
that of the papacy. The numerous ecclesiastics who on 
coming to Rome were obliged to borrow in order to meet 
papal charges turned naturally to the bankers standing 
in relations with the curia.? Such loans could be made only 
with the permission of the pope, who gave the creditor 
special protection in recovering from the debtor. The 
latter was compelled to pledge as security not only his own 
property but also that of his church. If the debt were not 
paid within a month of the time specified, the creditor 
could obtain a special executory process for speedy re- 
covery to be carried out by officials appointed at the curia 
and enforced by ecclesiastical censures.* Furthermore, if 
clergy outside the curia needed money to meet papal taxa- 
tion or for other purposes, they were apt to place business 
with the accredited agents of the Holy See.‘ Many of these 
debts bore interest, of which the popes were often aware, 
altho they seldom seem to have taken official cognizance 
of the fact.’ The merchants received protection in ecclesi- 
astical courts,® and, when dccasion demanded, papal diplo- 
macy was used in their behalf with sovereigns and peoples.’ 
The prominent position held by the Italian bankers in 
European financial affairs must be attributed in no small 
degree to the business and protection of the papacy.® 

1 This was done in the case of the Buonsignori and Riccardi in England in 1307. 
Jordan, ‘‘La Faillite des Buonsignori,” Mélanges Paul Fabre, p. 418. 


2 Arias, Il Sistema, pp. 168-169. 

Gottlob, ‘‘Kuriale Prilatenanleihen im 13 Jahrhundert,” Vierteljahrschrift 
Social- und Wirtschaftsgeschichte, vol. i. (1903), pp. 352, 361-368; G. Schneider, 
Die finanziellen Beziehungen, pp. 54-59. 

4 Arias, ‘‘I Banchieri toscani e la S. Sede sotto Benedetto XI.,”’ Archivio della 
R. Societ& Romana di Storia Patria, vol. xxiv. (1901), p. 502. 


5 Gottlob, Pipstliche Darlehenschulden, pp. 712-714; G. Schneider, Die 
Besiehungen, p. 55. 


*Samaran et Mollat, La Fiscalité pontificale, pp. 157-158. 
7 Gottlob, Kuriale Prilatenanleihen, p. 349. 
® G. Schneider, Die finanziellen Beziehungen, p. 71. 
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III. Revenues. 


“A complete list of the revenues of the Holy See in the 
middle ages,’”’ says Fabre, “would be the best picture that 
could be given of the temporal and even of the spiritual 
prerogatives of the papacy at this epoch.” The pope re- 
ceived an income in each of his capacities as vicar of the 
apostle, metropolitan of central Italy, bishop of Rome, 
temporal sovereign, feudal suzerain, and landlord.’ Of rev- 
enues so diverse in nature it is difficult to make any strictly 
logical classification, but for convenience the regular sources 
of income may be grouped in five classes,—a grouping which 
follows approximately the order of their historical develop- 
ment, namely :— 


. Revenues from the Papal States. 
Census. 

. Income taxes. ad 

. Benefice taxes. 

Fees and miscellaneous receipts. 


ar 


1. Revenues from the Papal States.2 The revenue which 
the papacy derived from its position as temporal sovereign 
consisted of domanial income, taxes, fees, and perquisites 
such as those arising from jurisdiction. The income from 
the domain, which had once formed the main financial sup- 
port of the papacy,® had sunk into comparative insignifi- 
cance since the ancient patrimonies had been merged in 
the Papal States. The revenues from the estates were of 
the kind ordinarily received by a landed proprietor in the 
middle ages,—returns from lands cultivated under direct 


1 Fabre, ‘‘Les Offrandes dans la Basilique vaticane en 1285,’’ Mélanges d’Ar- 
chéologie et d’Histoire, vol. xiv. (1894), p. 225. 

2 For a bibliography on the general topic of the Papal States see Herzog-Hauck, 
Realencyklopidie, s. v. Patrimonium Petri. 

3 Schwarzlose, Die Verwaltung und die finanzielle Bedeutung der Patrimonien 
der rémischen Kirche, p. 96. 


4 Kirsch, Comptes d’un Collecteur, p. 66. 


| 

| 


274 QUARTERLY JOURNAL OF ECONOMICS 


management, dues for pasturage, mills, fishing, and the like.* 
Direct taxes were levied in the form of procurations paid 
by cities, castles, and lords on the arrival of a new rector, 
of the army tallage, the burden of which fell upon the 
same tax-payers, and of the focaticum or house tax. As in- 
direct taxes we count the tolls and customs.? From the 
beginning of the residence at Avignon until the restoration 
of papal authority by the legate Albornoz, the income from 
the Papal States—with the exception of the Comtat-Ve- 
naissin—was greatly diminished by the continued state of 
and rebellion.’ 

The collectors of the general papal revenues were not em- 
ployed in this branch of the service. A special adminis- 
tration was maintained for the Papal States. At the head 
of the organization in each province stood a rector, who 
had complete supervision of administrative affairs. Under 
him were special officials in charge of the domains. Most 
of the fiscal affairs, however, were handled by the provincial 
treasurer, who exacted sums due, managed the expenditures, 
and kept the surplus at the disposal of the pope.’ The 
treasurer was originally subordinate to the rector, but his 
direct accountability to the curia brought about gradually, 
by the time of Clement VI. (1342-52), his complete inde- 
pendence.® 

1 Calisse, ‘*Costitusione del Patrimonio di 8. Pietro in Tuscia nel Secolo XIV.,”” 
Archivio della R. Societs Romana di Storia Patria, vol. xv. (1892), pp. 21-24. 
2 Tbid., pp. 30-34; Eitel, Der Kirchenstaat unter Klemens V. (Berlin, 1907), 


* pp. 66-68; Fabre, ‘‘Un Registre caméral du Cardinal Albornoz en 1364,” Mélanges 


d’ Archéologie et d’Histoire, vol. vii. (1887), pp. 132-195. An article by Malatesta 
contains some information on the indirect taxes. It is devoted mainly, however, 
to the salt gabelle in the fifteenth century. ‘‘Statuti delle Gabelle di Roma,” 
Biblioteca dell’ Accademia Storico-Giuridica, vol. v., Rome, 1886. 

3 Eitel, Der Kirchenstaat, passim; Antonelli, ‘‘Vicende della Dominazione 
Pontificia nel Patrimonio di S. Pietro in Tuscia della Traslazione della Sede alla 
Restaurazione dell’ Albornoz,” Archivio della R.Societ&A Romana di Storia Patria, 
vols, xxv. (1902), pp. 355-395, xxvi. (1903), pp. 249-341, xxvii. (1904), pp. 109- 
146, 313-349. 

4 Eitel, Der Kirchenstaat, p. 69. 

5 Calisse, Costituzione del Patrimonio di S. Pietro in Tuscia, p. 43. 


6 Eitel, Der Kirchenstaat, p. 65; Fumi, Inventario e Spoglio dei Registri 
di Perugia e Umbria dal R. Archivio di Stato in Roma 


della Tesoreria apostolica 
(Perugia, 1901), Introd., p. xiv. 
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2. The Census. By the fourteenth century the census 
had become a relatively unimportant source of income. 
Grouped under this title in the cameral accounts are four 
kinds of revenues, differing somewhat in nature and in order 
of development. Originally the term was employed to 
designate the rents paid for the effective use and enjoyment 
of portions of the domains, and, therefore, in this sense it 
constituted one of the domanial revenues. But by analogy 
the term came to be applied to other revenues than those 
which might properly be included in the first class." 

The first extension of this nature arose in the case of pay- 
ments made by exempt ecclesiastical bodies. This usage 
of the term began in the ninth century, when monasteries 
commenced to place themselves under the vicar of Saint 
Peter for the protection against lay and ecclesiastical lords 
no longer afforded them by the decaying Carolingian dy- 
nasty. The monastery which assumed this relation gave 
its possessions into what was, in theory, the absolute owner- 
ship of the pope. But in fact only the bare title rested 
with the pope, so that he had no right either to use or to 
dispose of the property. In recognition, however, of the 
theoretical property right the monastery paid annually a 
nominal sum, which by analogy was called census. The 
essential object desired by the monastery was protection 
and the accompanying exemption from the temporal, es- 
pecially the financial, jurisdiction of the bishop. Spiritual 
exemption did not originally form part of the protection 
for which census was paid. Towards the close of the 
eleventh century, however, a confusion arose between the 
two sorts of exemption, and during the next century all 
census-paying monasteries became spiritually, as well as 
temporally, exempt. Thus by a metamorphosis not un- 
usual in the history of institutions the later developed 
function became the more important. The spiritual ex- 
emption in this case became in the fourteenth century the 
leading idea associated with the payment of census.’ 

This species of census never constituted a very important 


1 Fabre, Etude, pp. 26-28. 2 Ibid., pp. 28-112. 
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item in the papal budget. In the first place, the sum de- 
manded in each case was small. In the time of John XXII. 
the heaviest payer in the British Isles owed only two pounds 
annually. Furthermore, the number of cases of exemption 
was not large, and by the close of the thirteenth century 
the creation of new ones had almost ceased. The total 
number in the British Isles in 1327 was only twenty-three, 
rendering annually £10 6s. 4d.'_ On the Continent the ex- 
emptions were somewhat more numerous.” Finally, the sums 
due were paid with great irregularity. Originally this form 
of census had been rendered at the Holy See by the payers 
themselves, and, since default of payment did not mean loss 
of privilege, a large accumulation of arrears was the natural 
result.* The placing of this levy in the hands of collectors 
never resulted in more than spasmodic reforms. A collec- 
tor appointed at the close of the thirteenth century to 
gather the census in southern Italy was able to collect from 
only 90 of the 193 churches and monasteries which, accord- 
ing to his commission, were charged with the due. Eighteen 
could not be found, some paid directly to the camera, some 
produced receipts of the time of Alexander IV. anticipat- 
ing payment for forty years, and everywhere he met with 
difficulties and recalcitrants.* 

In the Liber Censwum, under the same rubrics with the 
exempt monasteries, are entered many temporal rulers who 
were bound to make regular payments to the Holy See. 
For the most part the kings, princes, lords, and cities under 
this obligation had undertaken it in order to secure the 
protection of Saint Peter for their temporal possessions. 
It was a relation in the main similar to that of the exempt 
monasteries. The essential features were in both cases the 
recognition of the eminent domain of the pope and the pro- 


1 Liber Censuum, vol. i. pp. 224-226; British Museum, Add. MS., 34, 273, 
fols. 10-11. 


2 Blumenstock, Der p&pstliche Schutz im Mittelalter (Innsbruck, 1890), p. 45. 


* Fabre, La Perception du Cens apostolique en France, p. 222; Berlitre, Inven- 
taire analytique, Introd., pp. vi-vii. Compare Daux, Le Cens pontifical, p. 65. 


“Fabre, La Perception du Cens apostolique dans |’Italie centrale, p. 375. 
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tection accorded by him. The lay lord surrendered his 
lands into the hands of the pope, received back the usu- 
fructuary enjoyment of them, and in return promised to 
pay tribute. To the officials of the camera the analogy 
was clear, and therefore the one payment as the other was 
designated by the term census.'' This may be called the 
third variety. 

The best-known example of such tribute is the thousand 
marks which King John of England promised in 1213 to pay 
annually in acknowledgment of his vassalage to the Holy 
See.? Under Boniface VIII. the rulers of Naples, Sicily, and 
the islands of Sardinia and Corsica became tributary,® 
and there were many lords of smaller importance with 
some of whom the relation extended as far back as the 
eleventh century.‘ The tribute was a more important 
source of income than the census from exempt monasteries, 
since in a number of cases, notably England and Sicily, 
large sums were due. Payment, however, was often as un- 
certain and spasmodic as that of the monasteries. The Eng- 
lish tribute, which was rendered with little irregularity by 
Henry III., was often overdue during the next two reigns, 
and in 1316 had not been paid for twenty-four years. Ed- 
ward IT. in his later years and Edward III. in the early part 
of his reign forwarded a few instalments to the Holy See, 
but the render of tribute thereafter ceased. In 1366 Par- 
liament formally denied the validity of the tax, and the 
vast sum of arrears was never recovered by the papacy.® 

The fourth payment included by Cencio in his catalogue 
of the census was that commonly called Peter’s pence, 
which was received from England, Norway, and some other 
northern kingdoms. To the compiler of the Liber Censuum 
the kingdoms which paid Peter’s pence occupied the same 
position as those which paid tribute: they were all in the 


1 Fabre, Etude, pp. 115-127. 2 Liber Censuum, vol. ii. pp. 39-40. 
3 Kirsch, Die Finanzverwaltung des Kardinalkollegiums, pp. 31-34. 

4 Fabre, Etude, pp. 116-129. 

5 Jensen, Der englische Peterspfennig, pp. 62-64. 

® Stubbs, Constitutional History, vol. ii. p. 435. 
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ownership of the papacy. In its origin, however, the con- 
tribution seems to have had no such meaning,’ and the 
attempt of the popes to connect Peter’s pence with the idea 
of dependence on the Holy See does not appear to have 
begun until the eleventh century, when the papal policy 
became strongly tinged with feudal principles. Gregory 
VII. was a vigorous exponent of the idea, and his successors 
continued to keep it before the public. By the twelfth 
century this view had gained considerable credence, and 
theories of the origin of Peter’s pence advanced from that 
time onward were affected by it.? 

For ascertaining the actual significance of Peter’s pence 
no country furnishes a better field than England, which was 
the first nation to make the payment.’ Contemporary 
evidence on the beginnings of Peter’s pence in England is 
almost entirely lacking. In chronicles of a later day three 
distinct traditions of its origin are preserved,‘ but the only 
one which seems to have any support in contemporary 
evidence attributes its establishment to Ethelwulf, who, on 
a pilgrimage to Rome in 855, was moved by pious motives 
to promise an annual gift of 300 marks to the pope. By 
the time of Alfred, if not before, the contribution was levied 
wholly or in part from the people.’ Peter’s pence con- 
tinued to be paid regularly until the latter part of the Anglo- 
Saxon period, when it fell into abeyance for a time, but was 
resumed by William the Conqueror, and not finally abolished 
until the sixteenth century. William could scarcely do 
otherwise than renew the payment in return for the support 
which the papacy had given to his conquest. Yet he did 

1Cf. Daux, ‘‘Le Denier de Saint-Pierre. Ses Origines, ses Raisons et Con- 
venances, ses Modifications,” Les (uvres catholiques (Paris, 1907), pp. 8-11. 

2 Fabre, Etude, pp. 123-124, 128, 136-138. 

3 Jensen, ‘Denarius Sancti Petri,’ vol. xv. p. 192. 


4 A statement and discussion of these traditions may be found in Fabre, Etude, 
pp. 129-132, ‘‘Recherches sur le Denier de Saint Pierre en Angleterre au Moyen 
Age,” Mélanges G. B. de Rossi (Rome, 1892), pp. 160-163; Jensen, ‘Denariu® 
Sancti Petri,’ vol. xv. pp. 178-183. 


5 This is the conclusion of Jensen, who handles the sources more critically than 


6 Jensen, ‘Denarius Sancti Petri’ vol. xix. pp. 209-241. 
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not admit that it signified the eminent domain of the pope, 
and he refused to take the oath of homage demanded by 
Gregory. The mere fact that the Conqueror had secured 
papal approval for his enterprise, however, lent some color 
to the claim, and succeeding popes did not cease to press 
it.1 The acknowledgment of vassalage made by Henry II. 
added strength to the papal contention,? and, when John 
promised the thousand marks of tribute, it was stated in the 
contract that the sum should be exclusive of Peter’s pence.® 
Thus tHe payment of Peter’s pence, which in its origin had 
been in all probability a voluntary contribution, came to ° 
be included under the census. 

The sums which the papal camera received from Peter’s 
pence in the fourteenth century were fixed amounts of com- 
parative insignificance. England rendered annually £199 
6s. 8d.4 In accordance with tradition every householder 
paid one penny, and, altho this was no longer true in the 
fourteenth century,’ the sum gathered from the people was ~ 
far in excess of that received by the pope. The portion con- 
tributed by each diocese was likewise fixed, and the surplus 
went to the bishops and archdeacons who collected the 
pence and the agents whom they employed.’ The papal 
cullector took no part in the levy further than to exact 
each year the established amount due from the bishop or 
the archdeacons of each diocese. The fixing of this tax fol- 
lowed the general tendency so noticeable in earlier times 
toward the changing of a variable contributory levy to a 


1 Fabre, Etude, pp. 136-137. 

2 Jensen, Der englische Peterspfennig, pp. 55-56. 

* Liber Censuum, vol. ii. p. 40. 

“Jensen, ‘Denarius Sancti Petri,’ vol..xv. pp. 186-187. 


' Fabre, ‘‘Eine Nachricht tiber die Bevélkerungsziffer Englands zu Zeiten 
Heinrichs II.,” Zeitschrift fiir Social- und Wirthschaftsgeschichte, vol. i. (1893), 
pp. 149-150; Liebermann, ‘‘Peter’s Pence and the Population of England about 
1164,” English Historical Review, vol. xi. (1896), pp. 744-747. 


6 Fabre, ‘‘Beitriige zur Geschichte des Peterspfennigs vom 11 bis zum 13 Jahr- 
hundert,” Zeitschrift fir Social- und Wirthschaftsg€schichte, vol. iv. (1895-96), 
pp. 459-462. Compare Liebermann, Peter’s Pence, p. 747, note 30; Jensen, Der 
englische Peterspfennig, p. 85. 4 
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definite repartitioned tax. But how and when the sum 
received by the pope became fixed is one of the unsolved 
problems connected with Peter’s pence.? As early as the 
twelfth century the popes were endeavoring to secure the 
full amount levied from the people,’ and during the next 
two centuries such attempts were frequent.‘ Under Clement 
V. and John XXII. the papal collectors were authorized to 
make a direct levy,’ but the English clergy stoutly resisted 
all innovations, and the papacy was forced to content itself 
with the traditional sum. 4 

3. Income Taxes. The use of income taxes by the papacy 
began in connection with the crusades. The first crusading 
subsidy was imposed by Innocent III., who decreed in 1199 
that the clergy should pay one-fortieth of their incomes for 
one year. The impost in some features of its administra- 
tion resembled the Saladin tithe which had been levied in 
France and England in 1188-89, but it was a distinct in- 
novation in that the tax was imposed solely by the will of 
the pope and paid by the clerical estate only. Under the 
successors of Innocent III. crusading taxes became frequent. 
After Honorius III. and Gregory IX. had tried without suc- 
cess to compel laymen to contribute, the tax was confined 
to ecclesiastics. Except in the rare case of order by a 
general council, papal decree alone sufficed to lay the impost, 
and this application of the theory of plenitudo potestatis 
was rendered easier by the object of the taxation. The 
vicars of Christ on earth could assert with especial force 
their power over the patrimony of Him for whom the cru- 
sades were fought. When the right had once been estab- 


1 The royal tenths and fifteenths in England furnish another example of such a 
change. See Stubbs, Constitutional History, vol. ii. p. 579. 


2 See Fabre, Beitrige zur Geschichte des ‘ees pp. 460-461 Jensen, 
*Denarius Sancti Petri,’ vol. xv. pp. 183-186. 


3 Fabre, Etude, p. 160. 


4 Regestum Clementis Papae V., edited by the Monks of the Order of St. Bene- 
dict (Rome, 1885-92), No. 9929; Registres de Benoit XI., edited by Grandjean 
(Paris, 1883-1905), No. 1216; Calendar of Entries in the Papal Registers, edited 
by Bliss, vol. ii. (London, 1895), pp. 126-127. 


5 Rotuli Parliamentorum, vol. i. p. 220; Calendar of Entries in the Papa 
Registers, vol. ii. p. 443. 
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lished, the taxation of the clergy for other objects could be 
introduced with less opposition. Gregory IX. used the pro- 
ceeds of a tenth for purposes other than the defence of the 
Holy Land, and his successors frequently did thesame. By 
the close of the thirteenth century “the burdens and neces- 
sities of the Roman church” had become a sufficient reason 
for placing a tax on clerical incomes.’ 

The crusading taxes were imposed sometimes universally, 
sometimes on a single country or group of ecclesiastical 
provinces, for a period of years varying from one to six. 
The portion demanded was usually a tenth of income from 
both temporal and spiritual sources. The tax was assessed 
by means of a valuation taken by the collectors on the oaths 
of the taxpayers or on the testimony of credible inhabitants 
of the neighborhood. If the collectors suspected any under- 
estimation, they could investigate for themselves, having 
power to enforce the production of any accounts or papers 
desired as evidence.? A valuation once established, such as 
the well-known Valor of Pope Nicholas IV. for England,’ 
might serve as the basis of assessment of future tenths as 
well as of other taxes like the annates. Payment of the 
tax was customarily demanded in two equal portions each 
year. Members of the clergy who failed to pay at the ap- 
pointed times were excommunicated, and in case of con- 
tinued contumacy the secular power might be invoked to 
distrain their goods.t The income taxes produced much 
greater sums than any of the earlier papal revenues. A 
tenth in England, for example, yielded according to the 
valuation of 1291-92 about £21,000.5 From regions 


1 Gottlob, Kreuzzugs-Steuern, pp. 18-21, 25, 69-94, 162-163. 


2“Gesta Abbatium Monasterii Sancti Albani,’ edited by Riley, Rolls Series, 
vol. i. (London, 1867), p. 468; Vatican Archives, Collectoria 213, fol. 40. A set of 
instructions for the assessment and collection of crusading taxes issued to collec- 
tors in the latter part of the thirteenth century is printed by Gottlob, Kreuzzugs- 
Steuern, pp. 258- 


8 Taxatio Ecclesiastica Angliae et Walliae Auctoritate P. Nicholai IV. circa 
1291 (Record Com.), 1802. On this valuation Miss Rose Graham has recently 
published an interesting paper, ‘‘The Taxation of Pope Nicholas IV.,’’ English 
Historical Review, vol. xxiii. (1908), pp. 434-454. 


Gottlob, Kreuzzugs-Steuern, pp. 219, 230-234. 
5 Stubbs, Constitutional History, vol. ii. p. 580. 
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governed by a strong ruler, however, such as France or 
England, the papacy rarely secured the whole of a tenth, 
usually finding it expedient to share the proceeds with the 
temporal sovereign. 

Another income tax, which in the fourteenth century 
differed little from the preceding except in name, was the 
voluntary subsidy (subsidium charitativum). This tax was 
first developed by the bishops, who by the twelfth century 
were accustomed to call upon their diocesan clergy for such 
aid in cases of extraordinary need.' The popes had also 
requested contributions of this nature,’ but the voluntary 
subsidy, as instituted by John XXII. and frequently em- 
ployed by his successors, differed in that it had little of a 
voluntary character. When the clergy of a district were 
called upon for such an offering, they had practically no 
option except with regard to the portion of their income 
which they would give. Such subsidies were levied and 
payment enforced by the papal collectors in the same man- 
ner as the income taxes imposed at the will of the pope.* 

4. Benefice Taxes. The benefice taxes constituted in the 
fourteenth century one of the most important sources of 
papal income. The various taxes grouped under this title 
were all developed in connection with the superior right 
possessed by the pope to dispose of ecclesiastical benefices 
and dignities, which were in each case the object of taxa- 
tion. 

The payments of this nature which earliest assumed a 
sufficiently fixed and regular character to be considered 
taxes were the servitia. They were charges paid by patri- 
archs, archbishops, bishops, abbots, and some priors on 
the occasion of their appointment or confirmation by the 
pope. The servitia were composed of two payments: the 
common services (servitia communia), which formed the 


1Samaran et Mollat, La Fiscalité pontificale, p. 56. 
2 Schneider, Zur dlteren papstlichen Finanzgeschichte, p. 3. 


*Samaran et Mollat, La Fiscalité pontificale, p. 56; Berlitre, Inventaire analy- 
tique, Introd., p. xxiii. 


4 Kirsch, Finanzverwaltung des Kardinalkollegiums, pp. 5, 18-19. 
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principal sum and were divided between the camera of the 
pope and the camera of the cardinal-college, and the petty 
services (servitia minuta), which were shared by the servants 
of the pope and of the cardinal-college. When and how the 
servitia were established are questions of much obscurity. 
There is no papal decree on the subject, and in the time of 
John XXII. they are said to be based on ancient custom.! 
From a very early period the popes exercised the right of 
confirmation as metropolitans of central Italy, and it was 
usual on such an occasion to make a gift to the pope, which 
in the course of time became practically compulsory. The 
servitia seem to have been these payments systematized and 
levied in accordance with fixed principles.? In the four- 
teenth century the prelate who agreed to pay servitia still 
promised to make a voluntary offering, altho by the very 
terms of his agreement non-payment would bring upon him 
excommunication and suspension from office.’ The change 
in the nature of the payment probably came with the in- 
crease of reservations, but it is not possible to fix its precise 
date. In 1248 the abbot of Bury St. Edmund’s paid a sum 
on the occasion of his appointment by the pope, which has 
many characteristics of the common service tax,‘ and after 
the pontificate of Alexander IV. (1254-61) there is no doubt 
about their existence.® 


1Géller, ‘‘Der Liber Taxarum der pipstlichen Kammer,” Quellen und 
Forschungen aus italienischen Archiven und Bibliotheken, vol. viii. (1905), pp. 
126-127, 129. 


? Phillips, Kirchenrecht, vol. v. pp. 568-571; Kirsch, Die Annaten und ihre 
Verwaltung in der zweiten Hilfte des 15 Jahrhunderts,” Historisches Jahrbuch, 


' vol. ix. (1888), p. 300. 


3 Formulas used in different periods are printed by Kirsch, Finanzverwaltung 
des Kardinalkollegiums, pp. 73-77; Gdller, Liber Taxarum, pp. 168-173. 


4 Gottlob, Servitientaxe, p. 8. 


5 Haller in a review of Gottlob’s ‘‘Servitientaxe” (Westdeutsche Zeitschrift, 
vol. xxii., 1903, p. 347) and Giller in a review of Kirsch’s ‘‘Die papstliche Annaten” 
(Géttingische gelehrte Anzeigen, vol. clxvi., 1904, p. 783, note 3) both consider this 
a case of servitia. Gottlob builds up an elaborate hypothesis for their origin under 
Alexander IV. (1254-61). Servitientaxe, pp. 53-80. Kirsch attributes their 
establishment to the period between 1252 and the pontificate of Nicholas III. (1277- 
80). Finanzverwaltung des Kardinalkollegiums, pp. 6-7. But compare the criti- 
cism of both by Haller, Papsttum und Kirchenreform, p. 39, note 1. 
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The extent of the application of the servitia depended 
upon the number of prelates who were collated or confirmed 
by the pope. By a decree of the fourth Lateran council in 
1215 all prelates who were under the immediate jurisdiction 
of the pope were required to secure confirmation of their 
elections by him, and Alexander IV. in 1257 ordered that 
they should come in person to the papal curia to secure it.’ 
This affected mainly archbisbops and abbots of exempt 
monasteries, since bishops were rarely exempt from the 
jurisdiction of their metropolitans. The confirmation of 
bishops might come before the pope, however, by appeals 
of disputed elections. The direct appointment of prelates 
by the pope first became of importance under Innocent III. 
Devolution, by which the collation to a church benefice 
went to the next higher authority in the hierarchy if the 
ordinary collator failed to fill the vacancy within a certain 
period, had been established by the third Lateran council 
in 1179,? but the number of appointments which came into 
the hands of the pope from this source was small. In ad- 
dition, Innocent III. exercised the right of deciding unca- 
nonical elections.’ What is more important, he established 
a general principle which formed the basis of all further 
extension of the appointing power of the pope: namely, 
that the plenitudo potestatis placed church benefices and 
dignities absolutely at his disposal.‘ This principle was 
applied at first only to the reservation of the appointment 
to single benefices. The earliest known reservation of the 
appointment to a whole class of benefices was made by 
Clement IV.,5 who decreed in 1265 that whenever a church, 


1 Géller, Liber Taxarum, p. 131, note 1. 

2 Kirsch, Die papstlichen Annaten, Introd., p. xiv. 

3 This was later enacted in a decretal by Gregory IX. LEubel, ‘‘Zum piipst- 
lichen Reservations- und Provisionswesen,” Rémische Quartalschrift, vol. viii. 
(1894), p. 171. 

4That Innocent III. established this theory, see Hinschius, Kirchenrecht, 
vol. iii. pp. 114-117. 

5 The papal decrees ordering general reservations of benefices during the four- 
teenth century have been edited by Lux, Constitutionum Apostolicarum de generali 
Beneficiorum Reservatione ab A. 1265 usque A. 1378 Emissarum, tam intra quam 
extra Corpus Iuris Exstantium, Collectio et Interpretatio, Breslau, 1904. 
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a dignity, or an office, was vacated by the death of its in- 
cumbent at the curia the pope should fill it. Boniface VIII. 
extended the decree to include those dying within two days’ 
journey of the curia.? By the close of the thirteenth cen- 
tury it may be said that the confirmation or appointment 
of all archbishops, of the majority of bishops, and of many 
abbots belonged to the pope.’ During the fourteenth 
century the number was continually increasing. John 
XXII. added all vacancies caused by deposition, privation, 
promotion, translation, or annulling of an election, some of 
which, indeed, in the case of bishops had been reserved by 
his predecessors.‘ The movement culminated with the 
ruling of Urban V. that all bishops and abbots with an annual 
income respectively of more than 200 and 100 florins should 
pay servitia$ 

The prelate who received confirmation or appointment 
from the pope had to promise in person, or by proctor es- 
pecially delegated for the purpose, to pay the servitia.® 
By the terms of the document which he was required to 
sign, the prelate promised to pay a certain sum of money 
by instalments and pledged his own property and that of 
his church as security. If he failed to meet his obligations 
punctually, he was ipso facto excommunicated and sus- 
pended from office, and his property might be placed in 
the hands of a papal administrator until the debt was satis- 
fied? The servitia were not rendered through the medium 
of collectors, but were delivered directly at the camera.® 
The amount of the sum due from each prelate was fixed at 


1 Hinschius, Kirchenrecht, vol. iii. p. 128. 
2 Eubel, Zum pipstlichen Reservations- und Provisionswesen, p. 174. 


3 Gottlob, Servitientaxe, pp. 95-96.. Kirsch asserts that this was true by about 
the middle of the century. Finanzverwaltung des Kardinalkollegiums, p. 6. 
But compare Gdller, Liber Taxarum, pp. 130-134. 


* Hinschius, Kirchenrecht, vol. iii. p. 130. 
5 Eubel, Zum pipstlichen Reservations- und Provisionswesen, p. 176. 
6 Kirsch, Finanzverwaltung des Kardinalkollegiums, pp. 14-17. 


7 Formula printed by Kirsch, Ibid., pp. 75-76. 
8 Baumgarten, Untersuchungen und Urkunden, Introd., p. xevii. 
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one-third of his annual income,’ which was usually estab- 
ished by the valuation for the tenth. Bishoprics with an 
income of less than 100 florins were free from the payment 
of servitia.? 

By the obligation in which the prelate undertook the 
payment of the common services, he also pledged himself 
to the petty services. The amount of the latter evidently 
bore some fixed relation to the former, and the attempt to 
discover the ratio has given rise to much mathematical com- 
putation.* The question has been set at rest, however, by 
a document discovered by Haller, which confirms the happy 
deduction of Karlsson‘ that the amount of the petty services 
in each case was determined by the number of cardinals 
sharing the common services. Half of the latter were re- 
ceived by the cardinal-college, and this portion was divided 
equally among the cardinals who were present at the curia 
when the obligation was taken.* The amount of the petty 
services in each case was the same as the share of the com- 
mon services received by each cardinal. Thus the amount 
of the petty services varied from time to time, while the 

\ common service remained always the same. 

Another charge falling on prelates only was the visitation 

tax. By the terms of the oath required of archbishops 


1 Baumgarten, Ibid.; Kirsch, Finanzverwaltung des Kardi i 

p. 9; Géller, Liber ‘Taxarum, pp. 123, 126. Gottlob asserts that the portion was 
not one-third, but gives no view of his own as to what it was. Servitientaxe, pp. 
120-122. The English sources furnish some additional evidence on the point. 
In 1327 John Grandison, Bishop of Exeter, offered to pay for servitia one-third the 
taxed value of his see ‘‘prout de antiqua consuetudine fuit per promotos apud 
Sedem Apostolicam hactenus usitatum.”’ Quoted by Lyle, The Office of an English 
Bishop in the First Half of the Fourteenth Century (Thesis, Univ. of Pennsylvania, 
1903), p. 61, note 1. 


2 Géller, Liber Taxarum, p. 126. 

3 For example, see Kirsch, Finanzverwaltung des Kardinalkollegiums, p. 14; 
Kénig, Die piapstliche Kammer, p. 22; Baumgarten, Untersuchungen und Ur- 
kunden, Introd., p. xcviii; Woker, Das kirchliche Finanzwesen, p. 16. 

“Document entitled ‘‘Modus dividendi quinque Minuta Servitia Camere 
Collegii,”” Quellen und Forschungen aus italienischen Archiven und Bibliotheken, 
vol. i. (1898), pp. 284-287. 


5“"Die Berechnungeart der Minuta-Servitia,” Mittheilungen des Instituts fir 
oesterreichische G hung, vol. xviii. (1897), pp. 582-587. 


* Baumgarten, | und Urkunden, Introd., pp. xxxvi-xxxvii. 
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since the eleventh century, periodical visits to the tombs— 
of the apostles (visitationes ad limina apostolorum) were 
obligatory upon them before they could receive the pallium. 
Bishops who received consecration and abbots who received 
benediction from the pope were compelled to assume the 
same duty. The frequency with which a visit was required 
varied in proportion to the length of the journey to Rome. 
Italian prelates came every year; English, once every three 
years.? From some of the prelates who performed this duty 
the camera received a fixed sum on the occasion of certain 
visits, but the tax did not have to be paid in connection with 
every visit. A distinction was drawn between visitatio 
realis and visitatio verbalis in that only the former involved 
a payment.’ With the increase of reservations the visita- 
tions came to be incumbent upon nearly all prelates, but 
the number ‘who paid the tax remained very limited, since 
from most of them only the visitatio verbalis was required.‘ 
The amount due was rendered direct to the camera by the 
payer or his agent. If it were delayed too long, the prelate 
was threatened with excommunication,’ and might be re- 
quired to pledge himself as in the case of servitia.® 

The greatest of the benefice taxes were the annates. By 
this term is meant the revenues of the first year of a benefice, 
which were reserved to the pope on the occasion of a new 
collation, provided the benefice was not one of the higher 
dignities which paid servitia.’? The use of the word ‘‘annates ”’ 
has led to much confusion by both early and modern writers 
in the description of the institution. Annata was used at 


1Sagmiiller, ‘‘Die Visitatio Liminum SS. Apostolorum bis Bonifaz VIII.,’’ 
Theologische Quartalschrift, vol. Ixxxii. (1900), pp. 92-95, 104-105. 


2 Liber Censuum, vol. i. p. 5. 

3 Sagmiiller, Die Visitatio Liminum, p. 114. 

4 Baumgarten, Untersuchungen und Urkunden, Introd., p. exxi. 

5 Kirsch, Finanzverwaltung des Kardinalkollegiums, pp. 22-24. 
6 Baumgarten, Untersuchungen und Urkunden, Introd., p. exxv. 
7 Samaran et Mollat, La Fiscalité pontificale, p. 23. 


8 Gdller, Liber Taxarum, p. 114, note; Idem, review of Kirsch’s Die papst- 
lichen Annaten, pp. 780-781. For an example of such confusion see Rocquain, 
La Cour de Romeet |’Esprit de Réforme avant Luther, vol. ii. (Paris, 1895), pp. 370- 
371. 
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first almost exclusively to express a period of time,—a year.’ 
The tax was designated by such terms as fructus primi 
anni, annalia, and fructus medii anni.? In the second half 
of the fourteenth century annata began to be applied to 
the tax itself concurrently with the other titles, and finally 
became the more common term. The word “annates’’ has 
also another distinct meaning. At the time of the reform 
councils it was commonly employed to refer in a general 
way to any tax paid to the pope on the receipt of an ecclesi- 
astical benefice or dignity. In this sense the term incltided 
the annates proper, as above defined, and also the servitia.* 
But this confusion in the use of the term is not the only 
reason for the misunderstanding of the annates.. Their 
similarity to another tax, the fructus medii temporis, has 
likewise been misleading. The latter, which are also called 
fructus intercalares and vacantes, were the income of a bene- 
fice during the period actually intervening between its 
falling vacant and its coming into the possession of a new 
incumbent.‘ 

The almost traditional account of the establishment of 
the annates by Boniface IX. is false.® The annates were 
used by the papacy as early as the time of Clement V., and 
the institution itself did not originate with the papacy at 
all. In the twelfth and thirteenth centuries it was cus- 
tomary in many places for the bishop or cathedral chapter 


_ to appropriate part of the income of a benefice for the first 


year after a vacancy.* In the thirteenth century the privi- 
lege of taking first-fruits for short periods was often granted 
by the popes to prelates who did not possess the prescrip- 
tive right.’ The first pope to use the annates as a papal 


1 Kirsch, Die papstlichen Annaten, Introd., p. x., note 2. 

2 Kirsch, Die papstlichen Kollektorien, passim. 

3 Kirsch, Die Annaten und ihre Verwaltung, pp. 300-302. 

4Samaran et Mollat, La Fiscalité pontificale, pp. 62-63. 

5 He for the first time reserved to the papacy permanently the annates from 
all benefices not paying servitia the incomes of which exceeded 24 gold gulden. 
Géller, Liber Taxarum, p. 113. 

* Kirsch, Die p&pstlichen Annaten, Introd., pp. xi—xiii. 

7 Gottlob, Servitientaxe, pp. 90-91. 
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tax was Clement V., who in 1306 reserved the first-fruits of 
all benefices becoming vacant in the British Isles during 
the next three years.' In 1316 John XXII. reserved the , 
annates of all benefices falling vacant within three years in © 
a large part of the Christian world.? In 1334 it was decreed 
that all benefices collated by the pope should pay the an- 
nates, and the successors of John XXII., with the exception ~ 
of Benedict XII., followed this practice, which made the 
tax a constant instead of an occasional source of income.® 

The earliest papal constitutions which furnish informa- 
tion about the method of assessing and collecting the an- 
nates were issued by John XXII. The benefices which 
should pay annates and those which should be exempt are 
stated in a general manner in the bull of December 8, 1316, 
which announced the three years’ reservation, and by later 
rulings of John XXII. they were defined in great detail.‘ 
In general, every benefice with an income of £10 or over, in 
a district where the reservation applied, paid annates. 
The Hospitallers and certain other religious orders were 
exempt, as were likewise chantries and benefices vacant 
by exchange. Benefices vacant twice in the same year 
were required to pay annates only once. The amount of 
the annates was the same as that at which the benefice was 
valued for the crusading tax.7? The remainder of the income 
of the first year was left to the incumbent. If preferred, 
the taxed income might be left to the beneficiary and the 
remainder taken. When the benefice was not taxed, the 


actual gross income was shared equally between,the two. 


The annates were gathered ordinarily by collectors. They 


d 1 Haller, Papsttum und Kirchenreform, pp. 51-52.) 
2 Kirsch, Die papstlichen Kollektorien, Introd., p. xxiv. 
3Samaran et Mollat, La Fiscalité pontificale, pp. 25-26. 


4 Largely by the two constitutions ‘‘Postulasti per Apostolicae,’ Corpus Iuris 
Canonici, Extravag. Commun., Lib. III., Tit. II., Cap. X., and ‘‘Quun Nonnullae 
Ecclesiasticae,” Ibid., Cap. XI. 


| 5Samaran et Mollat, La Fiscalit MPntificale, pp. 29-34, 
lode Lesquen et Mollat, Mesures fiscales exercées en Bretagne, p. 13. 


( 7 This had been demanded at the council of Vienne. Gidller, Zur Geschichte 
des Bistums Basel, p. 16, note 2. 
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ascertained the amount of the income from the oath of the 
holder of the benefice, or of others likely to know, and 
adopted the mode of assessment which seemed best to 
them. The holder of the benefice pledged himself under 
oath to pay the annates within a stated interval, and, if 
he failed, was met by ecclesiastical censure and seques- 
tration of his property.’ 

The fructus medii temporis had a development parallel to 
that of the annates. Like the latter, the fruits during a 
vacancy were in many places appropriated by prelates ac- 
cording to customary right,? and John XXII., who first 
made such appropriations a papal tax, was not dealing 
with a new institution. The payment was demanded 
sometimes from a single benefice, sometimes from a whole 
class of benefices, to which the pope had the right of colla- 
tion. The revenues were reserved until the appointment 
of a new incumbent. Such reservations were frequently 
made in the same bulls which decreed the reservation of 
annates, and this practise has further contributed to the 
confusion of the two taxes. Under the successors of 
John XXII., with the exception of Clement VI., the fructus 
medit temporis were in common use.’ 

The administration of vacant benefices, the fruits of which 
had been reserved, was intrusted by John XXII. to special 
commissioners, but this later became one of the duties of 
the provincial collectors. The administrator gathered the 
income of the benefice until a new incumbent was ap- 
pointed, met all necessary expenses, and remitted the re- 
mainder to the camera. In some cases the new beneficiary 
was given a portion of the proceeds.‘ 

The spolia, perhaps, may not be termed strictly benefice 
taxes, but they were closely associated with the reservation 
rights of the pope, and, in practise, were levied in connec- 


1 Kirsch, Die p&pstlichen Annaten, Introd., pp. xlvii-lii. On the administra- 
tion of the annates see also Kirsch, ‘‘Die tung der Annaten unter Clemens 
VI.,” Rémische Quartalschrift, vol. xvi. ( ), pp. 125-151. 

2 Kirsch, Die pipstlichen Annaten, Introd., p. xiii. 

3Samaran et Mollat, La Fiscalité pontificale, pp. 63-65. 

‘Ibid., pp. 106-107. 
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tion with the fructus medii temporis. It is, therefore, con- 
venient to consider them here. Samaran defines the papal 
jus spolit as “the right in virtue of which the pope, on in- 
voking the needs of the church, could take possession of 
the goods of an archbishop, bishop, abbot, or any ecclesi- 
astic, who had not disposed of them by testament, who 
had disposed of them for other than a pious purpose, who 
died at the seat of the curia, or outside his residence.’”’ He 
adds that the definition must be limited to movable goods 
in nearly all cases.'. The right of spoils was exercised in 
some countries by bishops, abbots, and powerful lay patrons,? 
and its adoption by the papacy was probably analogous 
to that of the annates and the fructus medii temporis. 
From a letter of Urban IV., dated 1262, the earliest gen- 
eral application of the right of spoils by the papacy appears 
to have been to the goods of clergy dying intestate at the 
Holy See.’ Succeeding popes did not extend its use until 
John XXII., who innovated in this respect as in others. 
He seems to have published no new general decree on the 
subject, but several times claimed the goods of prelates 
who did not die at the curia. The extension was appar- 
ently connected with the reservation of benefices to the 
appointment of the pope. Under his successors the use of 
the spolia became so frequent that it may be considered a 
regular source of income, altho no new general application 
of the right took place until the latter part of the fourteenth 
century.‘ 

The goods of the clergy dying at the curia were adminis- 
tered by the sigillator of the auditor camerae. He made an 
inventory of the goods of the deceased, satisfied his credi- 
tors, and turned the balance over to the camera. Under 
John XXII., and presumably before, this constituted a 


1Samaran, ‘‘La Jurisprudence pontificale en Matiére de Droit de Dépouille 
(Jus Spolii) dans la seconde Moitié du XIV Siécle,’”’ Mélanges d’Archéologie et 
d’Histoire, vol. xxii. (1902), p. 141. 


2Samaran et Mollat, La Fiscalité pontificale, p. 48. 


3 Kirsch, Die papstlichen Annaten, Introd., pp. xv—xvi. 
*Samaran et Mollat, La Fiscalité pontificale, pp. 48-51. 
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regular income.! When the right of spoils was applied 
outside the curia, a special commission was issued in each 
case appointing an agent to fulfil these duties. Usually 
the agent was intrusted at the same time with the collection 
of the fructus medti temporis, the two nearly always being 
reserved together.’ 

A charge which the pope sometimes imposed on the hold- 
ers of benefices was that of fructus male percepte. They are 
mentioned here, not because they were a regular revenue, 
nor because they were one of the benefice taxes, but for 
the reason that they are easily confused with both the spolia 
and the fructus medii temporis. The fructus male (illicite, in- 
juste, or indebite) percepte were revenues collected by a clerk 
from a benefice which he held uncanonically, becausé he 
was too young, held more than one benefice with cure of 
souls, or was disqualified in some other manner. Legally 
the benefice was vacant and the clerk was not entitled to 
the revenues. Until the time of John XXII. it seems to 
have been the practise to remit these fruits to the clerk 
when he secured a dispensation. Sometimes he was re- 
quired to devote a part of the proceeds to the welfare of 
his church, and occasionally a portion was demanded for 
the camera or for a Holy Land subsidy. Under John XXII. 
the latter came to be the general rule.’ 

5. Fees and Miscellaneous Receipts. A fifth class of 
regular income received by the papal camera is found in 
the chancery taxes. These were fees demanded by the 
chancery for the redaction and expedition of all bulls and 
instruments, except for such as were concerned with the 
political or administrative business of the curia, or with 
cases of charity, or were issued to certain privileged classes 
of the curia.t The first illustration of a charge of this 


1 Géller, Aus der Camera Apostolica, vol. xv. p. 427, vol. xvi. p. 185. 

?Samaran et Mollat, La Fiscalité pontificale, pp. 99-102, 106. 

#Samaran et Mollat, La Fiscalité pontiftcale, pp. 62, 65; Berlitre, Inventaire 
analytique, Introd., p. xx. 


‘ Bresslau, Handbuch der Urkundenlehre fiir Deutschland und Italien, vol. 
i, (Leipzig, 1889), pp. 248-249. 
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nature comes from the pontificate of Innocent III. By the 
time of Alexander IV. the chancery was provided with a 
tax-book, which specified the fees for eight different classes 
of letters. During the later thirteenth and early fourteenth 
centuries the number and variety of privileges and ex- 
emptions issued by the chancery increased rapidly. John 
XXII. introduced new administrative regulations concern- 
ing the imposition of chancery fees, and in 1331 published 
a new tax-list containing 415 items.’ 

The size of the fee was regulated mainly with a view to 
the amount of labor expended in the production of the bull. 
It was a question of length of formulas, not of the size of 
favors.? The price entered in the tax-list does not represent 
the cost of the bull to the recipient. He had to pay a fee 
to each of the four different bureaux having charge respec- 
tively of the rough draft, the engrossment, the sealing, and 
the entry upon the papal registers. The fees were intended 
primarily for the support of the chancery force,’ but the 
camera received those paid to the bureau in charge of the 
sealing,* and in the latter part of the fourteenth century 
all or part of the fees received by the registration bureau.® 

The penitentiary also charged fees for its services similar 
to those of the chancery. It had its own secretarial staff, 
and possessed a tax-list for its letters of absolution as early 


1Tangl, ‘‘Das Taxwesen der pipstlichen Kanzlei vom 13 bis zur Mitte des 15 
Jahrhunderts,’ Mittheilungen des Instituts fiir oesterreichische Geschichtsforsch- 
ung, vol. xiii. (1892), pp. 5, 19-21, 75, 103. 


2 Diekamp, ‘‘Zum pipstlichen Urkundenwesen von Alexander IV. bis Johann 
XXII.,” Mittheilungen des Instituts fir oesterreichische Geschichtsf h vol. 
iv. (1883), p. 514., In the tax-roll of 1331, however, the nature of the favor and the 
paying ability of the recipient entered into some fees. Tangl, Der Taxwesen der 
Pipstlichen Kanzlei, p. 21; Haller, Papsttum und Kirchenreform, p. 104. 


3 Diekamp, Zum papstlichen Urkundenwesen, p. 515. 

4 Obventiones bulle was one of the regular entries in the Introitus et Exitus 
registers. For example, Theiner, Codex Diplomaticus Dominii Temporalis S. 
Sedis, vol. i. p. 360; Regestum Clementis Papae V., App., vol. i. pp. 70, 73, ete. 

5 Tangl, Das Taxwesen der pipstlichen Kanzlei, p. 63, note 1; Ottenthal, 


‘‘Die Bullenregister Martin V. und Eugen IV.,’’ Mittheilungen des Instituts fir 
oesterreichische Geschichtsforsch Erginzungsband I. (1885), pp. 514-519; 


Guasti, Gli Avanzi dell’ Archivio diu un Pratese Vescovo di Volterra, pp. 173-209, 
331-338. 
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as 1338.1 The camera, however, so far as it is possible to 
discover from printed materials, did not receive any share 
of the penitentiary taxes.’ 

The miscellaneous revenues of the papacy consisted of a 
number of irregular receipts ordinarily of small importance. 
Among them are included the fructus male percepte already 
mentioned,’ gifts and legacies from the faithful, which some- 
times constituted considerable sums,‘ pecuniary penances 
imposed by the penitentiary,’ and fines inflicted by papal 
tribunals. Sums received for indulgences, which also fall 
within this class, constituted in the fourteenth century an 
income of growing, but not yet of great, importance. In- 
dulgences granted in return for alms contributed to the 
crusades had possessed a pecuniary significance since the 
first part of the thirteenth century, but it was not until the 
latter fifteenth and sixteenth centuries that the papacy 
began to count the sale of ordinary indulgences as a serious 
financial resource.” Another occasional source of income 


1 An account of the work of this staff, which throws some incidental light on 
the fees, is given by Giller, ‘‘Die papstliche Pénitentiarie von ihrem Ursprung bis 
su ihrer Umgestaltung unter Pius V.,” Bibliothek des kgl. preuss. historischen 
Instituts in Rom, vol. i. (Rome, 1907), Part I., pp. 164-184. The tax-roll is pub- 
lished by Denifie in Archiv fir Literatur- und Kirchengeschichte des Mittelalters, 
vol. iv. (1888), pp. 201-238. 

2 Our knowledge concerning the penitentiary taxes is singularly small, not- 
withstanding the long controversy between Catholic and Protestant on the subject. 
(See above, p. 252.) A suggestive article by Lea (The Taxes of the Papal Peniten- 
tiary) is practically the only one of any value, except so far as studies on the chan- 
cery taxes can be made to throw light on those of the penitentiary. Haskins, ‘‘The 
Sources for the History of the Papal Penitentiary,’’ American Journal of Theology, 
vol. ix. (1905), p. 449. Gdller’s second volume on the penitentiary will doubtless 
supply this deficiency. 

3 See above, p. 292. 

‘Fabre, Les Offrandes dans la Basilique vaticane, pp. 225-240; Kirsch, L’Ad- 
ministration des Finances pontificales, pp. 286-287. 


5 Géller, Die papstliche Pénitentiarie, vol. i., Part I., pp. 111-114; Lea, Taxes 
of the Papal Penitentiary, p. 429. 


6 Kirsch, L’Administration des Finances pontificales, p. 286; Note sur deux 
Fonctionnaires, p. 392; Baumgarten, Untersuchungen und Urkunden, Introd., 
Pp. elviii; Arias, La Chiesa e la Storia economica, p. 179. 


7On the history of indulgences see Gottlob, Kreuzablass und Almosenablass, 
ee ae and ix.; Lea, A History of Auricular Confession and Indul- 
gences in San canadian (Philadelphia, 1896), chap. iii.; Schulte, Die 
Fugger in Rom, 1495-1523 (Leipzig, 1904), vol. i. chap. v. 
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was found in the procurations. These were sums due the 
bishop from the clergy of his diocese on the occasion of his 
visitation. The pope simply appropriated the episcopal 
procurations, which were levied in such a case by a papal 
collector instead of by the bishop. By the latter part of 
the fourteenth century the procurations had become a 
revenue of considerable importance." 


The picture of the financial system of the medisval papacy 
is far from complete. The origin and early history of taxes 
such as the servitia and the spolia call for further research. 
The relations of the camera to the Italian merchants have 
formed the subject of only a few short papers, and still de- 
mand investigation. How far the papacy may have been 
instrumental in causing the rise of the Italian business firms 
and the consequent spread of commercial intercourse over 
Europe is a question well worthy of the attention of the eco- 
nomic historian. But, tho many details of the picture remain 
to be filled in, the outline is now sufficiently clear to become 
the basis for investigations of a broader scope. The most 
profitable field for future research seems to lie in the direc- 
tion of applying our recently acquired knowledge of the ac- 
tual working of the papal financial system to the study of its 
political and economic effects in the different states of 
Europe? 

W. E. Lunt. 
UNIVERSITY OF WISCONSIN. 


1Samaran et Mollat, La Fiscalité pontificale, pp. 34-47; Berlitre, Inventaire 
analytique, Introd., pp. xxiv-xxv. 

2 The excellent monograph of Samaran and Mollat on the papal fiscal policy 
in France is a beginning in this direction. Their work, however, is based almost 
entirely on evidence drawn from the papal archives, and it is only by combining this 
evidence with that contained in national and local archives that thoroughly satis- 
factory results can be achieved. : 
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THE PRESENT PERIOD OF INCOME TAX ACTIVITY 
IN THE AMERICAN STATES. 


SUMMARY. 


Increased attention to state income taxes since 1895, 296.—Bills 
introduced in several states; laws passed in South Carolina and Okla- 
homa, 300.—Discussion by Tax Commissions, 303.—Constitutional 
limitations removed in five states, 304. 


Wuart political laboratories our forty-six American states 
are! How many a costly venture could be avoided if the 
experiments tried and the results obtained in each were 
studied by all! Impelled by this conviction, the author 
began a study of the income tax in the commonwealths of 
the United States some years ago.’ 

As stated in the results of that investigation, there have 
been three periods of income tax activity in the United 
States: the first from about 1840 to 1850; the second from 
1860 to 1870; and the third, or present period of activity, 
which began about 1895. The keen interest in the subject 
during recent years is evidenced by the fact that since 1895 
sixteen states and three territories have paid attention 
to the tax either by constitutional amendment, legislative 
enactment, or in commission reports. 

The four states employing the tax at the beginning 
of this period —Massachusetts, Virginia, North Carolina, 
and Louisiana—have been little affected by the recent 
movement. The law in Massachusetts, as it has stood 
since 1873, provides that “income from any profession, 
trade, or employment shall not be construed to be personal 
estate for the purpose of taxation except such portion as 
exceeds the sum of $2,000 per annum; provided, however, 
that no income shall be taxed which is derived from any 


-of the American Economic Association, vol. iv., 1903. 
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property or estate which is the subject of taxation.”* This 
act, which was the result of a compromise, has yielded 
little revenue to the state. Indeed, it has been asserted 
by the tax commissioner that “the machinery of the Massa- 
chusetts tax laws is not adapted to the enforcement of an 
income tax, and until it is, the income tax can never attain 
a@ prominent place in our system.” And this statement 
was made after the appointment of a deputy tax commis- 
sioner, whose duty it is to visit each city and town in the 
state for the purpose of obtaining greater uniformity in 
taxation. 

Virginia, likewise, has been apparently uninfluenced by 
the present activity. While she has the somewhat unique 
practise of frequently re-enacting her revenue law, she has, 
for more than a generation, made little change in her in- 
come tax. For some time all forms of income—rent, 
wages, interest, and profits—have been taxed. Besides 
certain specified deductions, a general exemption ranging 
from $600 to $1,000 has been allowed. The present law, 
enacted in January, 1908, provides for the taxation of “the 
aggregate amount of income in excess of $1,000, whether 
received, or due but not received, within the year next pre- 
ceding the first of February in each year.” The law then 
proceeds to enumerate in detail the sources of the rent, 
interest, salaries, and profits upon which the rate may be 
levied. It further declares that in addition to the exemp- 
tion of $1,000 any person may also deduct all losses sus- 
tained during the years.2 The administration of the law 
rests with the local authorities, the incomes being assessed 
by the local assessor and the tax gathered by the local tax 
collector. 

The revenue derived from the tax has been slowly in- 
creasing in amount. In 1900 it amounted to $46,023, in 
1901 to $58,254, in 1902 to $62,221, in 1904 to $71,225, 
and in 1906 to $94,367. While this gradual increase in the 
receipts from the tax is encouraging, and the total amount 


1 Laws of Massachusetts, 1873, chap. 354. 
2 Chap. 10, sec. 10, Laws 1908. 
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is considerable when compared with that received in other 
states from the same source, the amount is still unimportant 
and the increase small when compared with the total tax 
of the state. 

The state of North Carolina has had a continuous experi- 
ence with the income tax since 1849. Altho the ‘law was 
always simple in form, it reached wages, interest, and 
profits, and, during a portion of the time, rent. In 1893 
the present movement was initiated by the enactment of 
a new law, containing more specific provisions and intro- 
ducing a progressive rate.' This progressive rate upon in- 
come from sources other than taxable property was doubled 
in 1895,? and, as thus changed, continued in force until 1901. . 
In the latter year the law abolished the progressive rate 
and substituted a proportional rate of 10 per cent. upon all 
incomes in excess of $1,000, except such as were derived 
from property already taxed. In reply to a series of written 
questions the tax-payer was required to list, in itemized 
form, his gross income from all sources except property 
taxed. The assessor was made subject to a penalty of five 
dollars for each question unanswered, the County Com- 
missioners being empowered to collect the fine. Or any 
individual might bring suit against the assessor and receive 
one-half the amount recovered for his pains. No local 
unit—city, township, or county—was permitted to levy 
the tax while the state law was in operation.* 

The law of 1905 materially changed the law of 1901. 
The tax-payer was required simply to declare under oath 
the amount of his gross income in excess of $1,000 from 
“salaries, fees, trade, profession, and property not taxed.” 
It was made unlawful to publish the income tax list or any 
part of it, the penalty for such offence being not more than 
fifty dollars or thirty days’ imprisonment. But the assessor 
might report to the Corporation Commissioner those listed 
for the income tax and those he thought should be listed, 


1 See Income Tax in the Commonwealths of the United States, p. 71-72. 
2 Laws of 1893, chap. 116, Schedule A, sec. 5. 
* Laws of 1901, chap. 9, secs. 28-31. 
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and the Corporation Commissioner was permitted to take 
such steps as he deemed necessary to secure the assessment 
and collection of such taxes.' This law of 1905 was re- 
enacted in 1907 ? and is in force at the present time. 

The state of North Carolina shows an increase of revenue 
from her income tax during the present period. The law 
of 1895 yielded in the following year $3,460, while the total 
state tax was $604,542. In this year, 1896, of the ninety- | 
six counties, thirty-nine returned the tax. Three years 
later, in 1899, the income tax revenue had slowly advanced 
to $4,399, while the state tax had increased to $723,307, and 
fifty-eight of the ninety-six counties now returned incomes. 

The appointment of a State Tax Commission about 1900 
was in harmony with the new movement. By issuing a 
pamphlet of instructions to the assessors, explaining the 
law, and by carefully supervising the assessments, this com- 
mission added, in round numbers $41,000,000 to the assess- 
ment rollin 1901. It increased the revenue from the income 
tax from $5,014 in 1900 to $19,030 in 1901.5 In that year 
eighty-one of the ninety-seven counties reported the tax. 
The receipts from it steadily advanced after 1901, until in 
1907 when they amounted to $35,958. The total state tax 
during the same period increased about $100,000.‘ 

The Tax Commission in its report of 1902 said, in regard 
to the income tax, “there may be some difficulty in work- ~ 
ing out at first satisfactory details for the assessment and 
collection of this tax, but it can be done.”*® Altho their 
report of 1904 contains a number of recommendations for 
the improvement of the revenue laws, no suggestions are 
found regarding the income tax.’ Indeed, the state auditor 
says of the present law, “This is about the best law, I think, 
we can have in the state and keep within bounds of the con- 
stitutional limitations.” He further says, “The law of 


1 Laws of 1905, chap. 588, secs, 22-25. 

2 Laws of 1907, chap. 256, secs, 22-25. 

3 Tax Commission Report, 1902, pp. 1-17. 

4 Annual Reports of the Auditors, 1901-07. 

5 Report, 1902, p. 17. 6 Report 1904, pp. 1-11. 
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course is in its infancy, and will work better as the years 
go by, and the increase will be correspondingly greater, I 
think, in the years to come.’”’ The present Clerk of the Cor- 
poration Commission says: “The law is proving satisfactory 
as far as it goes. A great many are of the opinion that it 
should reach income from all sources; however, this is a 
question in which there is a difference of opinion.” 

Louisiana is the one state that has discontinued the tax- 
ation of incomes during the present period of activity. She 
first levied a tax upon incomes in 1865. Tho it continued 
until about 1900, the law was never generally enforced. 
The receipts of the tax slowly advanced from $2,476 in 
1868 to nearly $25,000 in 1880, but soon began to decline. 
In 1899, when but two of the fifty-nine counties in the state 
reported incomes at all, the total receipts amounted to 
only $104. The reports since 1900 make no mention of the 
tax whatever. 

It is of no small significance that, of the thirteen states 
abandoning the tax prior to the present period of income 
tax activity, only one, South Carolina, has revived it dur- 
ing the time. Altho she experimented with the income 
tax continuously from 1701 to 1868, it proved of little ac- 
count as a source of revenue. In the latter year it was dis- 
continued, and was not revived until after the adoption 
of the present constitution, in 1895. 

Influenced by the reform movement, desirous of attain- 
ing greater justice in the distribution of the burden of taxa- 
tion and of keeping the general tax rate low, the convention 
inserted a clause in the new constitution empowering the 
legislature to levy a “graduated tax on incomes.’”' In 
the following year, 1896, a bill providing for an income tax 
was introduced into the legislature, but after prolonged 
debate it was defeated. The next year another bill was in- 
troduced, and, after equally animated discussion of both the 
rate and the exemption,? a committee of conference fixed 


1 Constitution of 1895, Art. X., sec. 1. 
2 See The Income Tax in the Commonwealths of the United States, pp. 88-90. 
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the exemption at $2,500, and the bill became a law in March, 
1897, to go into effect on January 1, 1898.1 This law, 
which is still in force, provides that there shall be levied 
upon “the gains, gross profits and income” annually re- 
ceived by any citizen of the state from any source whatever, 
“a tax of one per cent. on the amount so derived over and 
above $2,500 and up to $5,000, one and one-half per cent. 
on $5,000 and over up to $7,500, two per cent. on $7,500 and 
over up to $15,000, and three per cent. on $159000 and over.” 
Besides the general exemption of $2,500 it was further 
provided that interest upon United States bonds and state 
bonds should not be taxed, and, in computing the incomes, 
necessary expenses actually incurred in carrying on the 
business, occupation, or profession were to be deducted. 
That those subject to the tax might feel free to declare their 
income, it is made unlawful, under penalty, for any officer 
to disclose or allow to be made known in any way any par- 
ticulars regarding the amount or source of income, profit, 
or expenditure returned by any person.’ The legislature 
apportions the amount of tax to be raised among the coun- 
ties, and the county officials levy and collect it at the same 
time and in the same manner as other taxes. The county 
auditors are made particularly responsible for the enforce- 
ment of the law. 

In 1898, the first year, the tax yield amounted to $5,085, 
in the next year it fell to $1,660, and in no one of the three 
succeeding years did it amount to $1,000. In 1903 it 
returned to $1,041, in 1904 it advanced to $1,120, in 1905 
to $1,769, in 1906 to $9,155, and in 1907 it fell to $7,060. 
The total state tax between 1898 and 1906 increased over 
$300,000, amounting in the latter year to nearly $900,000.° 
The slight advance in the receipts from the income tax in 
1906 and 1907 is attributed by the present State Treasurer 
to an “effort on the part of some county officers to enforce 
the law.” As a matter of fact, at no time since its incep- 


1 See The Income Tax in the Commonwealths of the United States, pp. 88-90. 
2 Laws of 1897, No. 335, p. 529. 
Treasurer's Reports, 1898-1906. 
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tion has the tax given general satisfaction. Scarcely has 
a session of the legislature passed without there being a 
strong effort made to secure the repeal of the tax. 

While South Carolina is the only state willing to repeat 
her experience with the income tax, still others are ready 
to experiment. Oklahoma has already enacted an income 
tax law. It went into effect in May, 1908. It requires the 
assessor to put the following question to each tax-payer: 
“Was your gross income from salaries, fees, trade, profession, 
and property upon which a gross receipt or excise tax has 
not been paid, any and all of them, for the year ending June 
30 last preceding, in excess of $3,500?” If the question 
is answered in the affirmative, the party is to certify in writ-- 
ing and under oath the amount of excess income. This 
sworn statement is sent to the State Auditor who certifies 
the amount of the tax due, and reports it to the clerk of the 
county in which the person resides, who places it upon the 
tax roll. It is then collected at the same time and in 
the same way as the general taxes. The rate is five mills 
(one-half of 1 per cent.) on the amount in excess of 
$3,500 and less than $5,000; seven and one-half mills be- 
tween $5,000 and $10,000; twelve mills between $10,000 
and $20,000; fifteen mills between $20,000 and $50,000; 
twenty mills between $50,000 and $100,000; and thirty- 
three and one-third mills (34 per cent.) on all amounts 
in excess of $100,000. That every one may feel free to 
return the full statement of his income, it is made unlawful 
to print any part of the income tax returns unless the tax 
upon the income is delinquent. To swear falsely is made 
perjury, and an assessor failing to perform his duty is de- 
clared guilty of malfeasance in office and required to for- 
feit the amount of tax lost to the state. 

The Oklahoma act is too recent to determine the results, 
but, judging from the experience of other states, the very 
high exemption of $3,500 will materially lessen the revenue. 
Again, the tax being upon gross receipts, it will distribute 
the burden unjustly, since those in business will be required 
to pay on their total income, while, with few exceptions, 
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salaried persons, because of the high exemption, will not 
be subject to the tax at all.’ 

Several of the states have endeavored to enact an income 
tax law, but without success. In 1899 Michigan, under the 
influence of Governor Pingree, tried to levy a tax upon 
incomes in excess of $1,000. Minnesota and Oregon have 
since introduced income tax bills with a rate, in each, 
ranging from 1 to 3 per cent. But none of them has 
passed. However, the contest in these states is not yet 
closed. 

Another evidence of growing interest in the income tax 
is the fact that, while over forty state tax commissions were 
appointed prior to 1895, only seven treated the income tax, 
but during the short period since that date six have con- 
sidered it. The Massachusetts Tax Commission of 1897, 
after a careful consideration of the advantages and disad- 
vantages of the law in that state, recommended the repeal 
of the tax.2, The Michigan Commission in its report of 
1900 sets forth the reasons commonly advanced in favor 
of the income tax, but refrains from making any recommen- 
dation. The Revenue Commission of Colorado in its report 
of 1901 says: “Legitimate incomes are derived from three 
sourees, labor, capital, and legalized privileges. A tax 
upon labor and capital would be a grievous burden, so, if 
an income tax is to be levied, it should be placed so heavy 
upon privileges as to absorb them before taxing the income 
of labor and capital.”” It goes on to say, “If we must tax 
incomes from labor and capital, as well as incomes from 
privileges, it surely is much better and less evasive to tax 
the values of the products and privileges direct rather than 
to bother with their incomes.’”’* The two reports of the 
North Carolina Commission, the one of 1902, the other of 


1 The territory of Hawaii, as early as 1896, began a most successful experience 
with the general income tax. In 1905 the receipts equalled more than one-sixth 
the total tax. They amounted to $326,733, while the entire tax equalled $1,941,184. 
Limited space makes a discussion of the tax here impossible. 


2 Report of Commission of Taxation, 1897, p. 85 et seg. 
3 First Annual Report of Board of State Tax Commissioners, 1900, p. 32. 
«Revenue Commission Report, 1901, pp. 17-19. 
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1904, reveal the success of the commission in placing prop- 
erty upon the assessment roll. Incomes returned increased 
from $926,144 in 1900 to $2,454,204 in 1904. In the report 
of 1902 the commission asserts that “there may be some 
difficulty in working out, at first, satisfactory details for the 
assessment and collection of this tax, but it can be done.’’* 
Two members of the New York Special Tax Commission 
recommended for passage an amendment of the tax law pro- 
viding for a graduated income tax. Incomes less than $1,500 
were exempted, and the rate on those over $1,500 ranged 
from 1 to 10 per cent. A rigid method of administration 
was also favored.?, And the Wisconsin State Tax Commis- 
sion in its report of 1907 says: “The very inefficient man- 
ner in which the personal property tax has been assessed 
and the resulting gross inequalities in taxation, as well as 
the agitation of the subject of credit exemption, have 
brought about,” in that state, “the pending constitutional 
amendment authorizing a graduated income tax.”’ It then 
proceeds to report avery interesting and suggestive investiga- 
tion showing the tax rate upon different classes of property 
and comparing it with the income derived therefrom.’ 

Nor has the spirit of reform stopped with legislation and 
the reports of commissions. In a number of states the peo- 
ple are demanding that, by revision or amendment, the con- 
stitution be changed so as expressly to empower the legis- 
lature to levy an income tax. As already stated, South 
Carolina adopted a new constitution in 1895 in which was 
inserted a clause which permits the general assembly to 
levy “a graduated tax on incomes.”* This was the first 
of her constitutions to make such a provision, tho she had 
levied an income tax for nearly one hundred seventy years. 
Utah, in the same year, also adopted a constitution which 
declared that “nothing in this constitution shall be con- 
strued to prevent the legislature from providing ... a 


1 Report of 1902, p. 17. 
2 Report of Special Tax Commission, 1907, pp. 179-185. 
* Report of 1907, pp. 30-38. * Constitution, 1895, Art. X., sec. 1. 
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tax based on incomes.”* In 1902 Virginia for the third 
time since 1850 framed a new constitution which granted 
to the general assembly the power “to levy a tax on incomes 
in excess of $600 per annum.”? In November of the follow- 
ing year (1903) an amendment to the Kentucky constitu- 
tion was adopted by the people of that state, permitting 
the legislature, by general law, to authorize cities and towns 
to levy a tax on personal property based on income, li- 
censes, or franchises in lieu of an ad valorem tax on certain 
quasi-public corporations. But in November, 1902, the 
voters of Minnesota rejected an amendment submitted to 
them, empowering the legislature to levy a tax upon in- 
comes in excess of $1,000 per annum arising from property 
not taxed, the rate never to exceed 10 per cent. upon income 
from credits or 4 per cent. upon income from other property. 
Oklahoma, on the other hand, when she attained statehood 
in 1907, expressly granted the legislature the power to levy 
an income tax.’ As already observed, the legislature 
promptly took advantage of the right. Last November 
three states submitted to the voters amendments pertain- 
ing to the taxation of incomes. California sought to en- 
large the powers of the legislature; South Dakota, to 
allow the legislature to “classify incomes” and provide 
for “a graduated or progressive tax thereon with such ex- 
emptions as it may prescribe’; and Wisconsin, after sev- 
eral years of effort, proposed to permit the legislature to 
tax incomes, “which tax may be graduated or progres- 
sive, and reasonable exemptions may be allowed.” The; 
amendment to the Wisconsin constitution was adopted, | 


but those to the constitutions of California and South , 


Dakota were lost because of opposition to accompanying ’ 
provisions. The legislature of California, however, may 
still tax incomes according to a right expressly granted by 
the constitution of 1879. This very general movement to 
clear the way constitutionally for an income tax has 


1 Constitution, 1895, Art. XIII., sec. 12. 
2 Constitution, 1902, Art. XIII., sec. 170. 
3 Constitution, 1907, Art. X., sec. 12. 
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significance. Altho some still consider the action un- 
necessary, yet it is this very important first step which ‘ 
the states deem expedient. 

A study of the present period of income tax activity, 
here so briefly reviewed, affords the author no occasion 
to modify conclusions previously expressed. The current | _ 
movement is not due to the success of the tax in any state, | 
but rather to the spirit of reform now sweeping the country. 
This movement would scarcely leave untouched the sub- 
ject of taxation, where injustice is so common. The people 
have turned to an income tax because they believe in 
the theory that individuals should contribute to the sup- 
port of the government according to ability, and that in- 
come is the most just measure of that ability. They expect ’ 
success because they are possessed of the characteristic 
American optimism, and know little of the difficulties of 
administering such a law. Whether this demand, urgently 
expressed in so many of the states, be wise or not, it must 
be reckoned with. Indeed, legislatures have already done 
something, tax commissions more, but constitutional 
changes most, to prepare the way for a sane and scientific 
law. It is left for some one or more of the states contem- 
plating such a tax to empower a commission to make a 
thoro study of both home and foreign experience in this 
field, with a view to framing a law. Such a law should 
provide for reaching each form of net income, for its own , 
administration in detail, for compelling officials to perform 
their duty, and for preventing tax-payers from evading the 
law. All interested in tax reform should welcome any such 
effort, and in every way possible contribute to its success. 


Detos O. KINnsMAN. 


om 1 See The Income Tax in the Commonwealths of the United States, pp. 116- 


REVIEWS AND SURVEYS. 


IRVING FISHER ON CAPITAL AND INTEREST. 


In his two volumes on The Nature of Capital and In- 
come and The Rate of Interest, Professor Irving Fisher 
has presented systematically his conceptions as to the re- 
lations between capital and interest and the nature of these 
two concepts themselves. They are the outcome of the 
critical inquiries portions of which have been presented to 
readers of economic periodical literature from time to time. 
We have now the opportunity of surveying the entire field, 
and of judging, not merely of the validity of particular 
criticisms of the form, or of the essence, of the views of 
others, but of the entire body of doctrine on behalf of which 
such criticisms have been put forward, to clear the way for 
truer conceptions and sounder views. 

It may be stated, without much fear of contradiction, 
that the critical examination of current doctrines, to which 
many of us have been compelled by the forcible way in 
which Professor Fisher has assailed some of their appar- 
ently fundamental elements, has been of the greatest ser- 
vice in affording a clearer insight into the real nature of 
the concepts with which those doctrines were concerned. 
The writer is conscious that he owes a great deal to the 
suggestive discussions in which Professor Fisher has taken 
a leading part, and that his own views have been not a 
little modified and clarified through the unsparing criticism 
launched against loose modes of thinking by Professor 
Fisher. 

But, when the constructive work presented in the two 
volumes before us comes to be examined, a sense of famili- 
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arity creeps over the studious reader. The language is 
specialized, and to some extent new, but the ideas covered, 
when submitted to careful examination, are very much 
like those which formed the basis of the first teachings on 
the subject which the present writer can recall, except in 
regard to points at which, in spite of general sympathy 
with the attitude of the New Haven professor, a conscious- 
ness of essential failure to assent to the views presented 
obtrudes itself. 

The difficulty of adequately presenting in a half-score 
of pages an intelligent criticism of two substantial volumes 
will be manifest. Attention must necessarily be limited 
to a few points, and it may well be that the writer’s disagree- 
ment with Professor Fisher will appear to touch as little 
the essentials of his exposition as do Professor Fisher’s doc- 
trines appear to him to differ in the realities they represent 
from the teachings of the best of the older writers. The 
form of the doctrine appears to be different, the fundamen- 
tal truths as grasped by an appreciative student are not 
seriously challenged. We quarrel about words, which, in 
parts of the particular field with which we are here con- 
cerned, prove peculiarly poor channels for the conveyance 
of ideas. Perhaps Professor Fisher is right, and the use 
of a different set of phrases might contribute to a truer 
appreciation of essential verities, and to sounder practical 
action in important relations of life, in business and in 
legislation. 

The first point which we note, then, is that we are offered 
a new set of definitions of terms. It is recognized that the 
new definitions are not in agreement with the old, nor are 
they in any more complete agreement with the somewhat 
loose connotation of the words employed, whether in general 
' conversation or in business jargon. Need we say that, 
given a sufficient degree of freedom in defining terms, doc- 
trines of the most simple character may be stated in words 
which give them an air of startling paradox or suggest 
downright contradiction of accepted views. 

Professor Fisher offers us a definition of wealth which 
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embraces all material objects, man himself included. This 
is an attractive notion, for one sympathizes with the view 
that, if a slave be wealth to his owner, he should still be 
wealth when he becomes a free man and owns himself. But 
the traditional distinction between man, as the creator of 
wealth and the enjoyer of its services, and the wealth which 
exists to minister to man, retains some force. It hardly 
appears necessary, in order to secure some apparent con- 
sistency and simplicity of phraseology, to abandon this 
fundamental distinction. We can recognize that the purpose 
of the acquisition of wealth is the control of the services 
which the wealth can render, and that services of other 
human beings rank on the same level as desiderata with ser- 
vices of material objects other than human beings. Whether 
the inclusion of man within the limits of the concept 
“wealth” may not be productive of difficulties, of confu- 
sion arising from the identity of the renderer and the re- 
cipient of the desirable services which come under discus- 
sion, we have not sufficient space to discuss here, and it is 
a matter somewhat aside from the main topic of discussion. 

But the broadened definition of wealth, and a corre- 
sponding broadened concept of capital, is very closely con- 
nected with the concept of income which is offered. In- 
come, it is contended,—that is to say, final true income,— 
consists, not of material things at all, but of services, or 
rather immaterial satisfactions which these services evoke. 
It is recognized that the word ‘‘income” is not currently used 
in this sense. We feel much sympathy with the desire to 
emphasize, on the one hand, that the ultimate purpose 
sought from material wealth, or from the efforts which we can 
command from fellow human beings, is the rendering of 
services, the production of psychical income; on the other, 
that the procuring of money, food, clothing, etc, is but a 
means towards the procuring of that psychical income. , 
Professor Fisher desires to distinguish as “interactions” 
the entire class of so-called income elements of which these 
last are a few illustrations, and to reserve the term “income’”’ 
for the satisfactions rendered by these material objects. 
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He finds illuminating illustrations in double-entry book- 
keeping of the bringing into an account such an item which 
appears on both credit and debit sides—money received 
and money spent, money owed and money claimable,— 
entries which enable the account to set forth important 
relations, while, by appearing on both sides, errors of im- 
proper counting are avoided. 

But it may be doubted whether the course selected— 
the segregation of the term “income”’ so as to apply only to 
psychical income, ultimate income of satisfactions—is a 
course which, at the present, if at any, stage of the develop- 
ment of economic discussion, is a feasible one. Our author 
himself finds it necessary to admit money income as prop- 
erly income, and the plea that it is the “bringing-in’”’ (see 
Capital and Income, p. 155, n.) of the money income which 
is the service rendered by certain kinds of property must be 
held to be somewhat of a subterfuge, adopted for the sake 
of a formal consistency. Might not the purpose in view 
have been attained by the specification of two kinds of 
income, property-income and services-income, the latter 
corresponding to what Professor Fisher strives, not quite 
consistently, to call income, and the former corresponding 
to the “interactions” which play so large a part in his dis- 
cussion? Ordinary people might, were this course followed, 
escape from some of the rather serious risk of failure to 
comprehend what is the point of some portions of the dis- 
cussion. There seems to be a good deal that the non-expert 
will feel to be quibbling about words, and, in view of the 
fact that in his use of the word “capital” our author lays 
much stress on the effective identity between his usage and 
that of business men, it might have been expected that 
more consideration would have been vouchsafed to the © 
prejudices of business men in regard to the connotation of 
“income.” It is true that business men can readily be in- 
duced to accept“ services-income” as a true part of income 
in some cases where the direct satisfactions rendered by 
“capital-property”’ are in question; but the general use of 
the word “income” to denote the “ property-income,”’ which 
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is the mediate form, not the final psychical income, seems 
to impose on us the necessity of retaining a phraseology 
which does not separate theoretic disquisitions by too great 
a gulf from market usage. 

What is here involved is no mere question of words and 
their propriety, for, in the view of the writer, it is on this 
selection of a highly specialized, strictly limited connotation 
for the word “income” that an apparent important con- 
flict of views between Professor Fisher and some of his ad- 
miring colleagues depends. The attitude towards the 
mystic question, “ Are savings income?” serves as a kind of 
crucial test to distinguish those who are sound in their views 
from the others. This problem is Professor Fisher’s pons 
asinorum for economists. But, if the view which is here 
suggested be acceptable, there is no difficulty in answering 
the question without involving conflict of views between 
Professor Fisher and such as maintain the standpoint of 
the present writer. In Professor Fisher’s sense of the word, 
of course, savings are not a part of income; that is to say, 
a part of services-income. But they are a part of property- 
income, and are used in a way which defers the time at 
which the services-income, which will be rendered in due 
course, shall mature. The determination to use the word 
“income” as a term with a meaning other than that assigned 
to the word “revenue”’ is responsible for a rather prolonged 
and, we venture to think, by no means fruitful inquiry 
and for unnecessary disquisitions on the failure of respected 
economists to appreciate certain rather obvious and funda- 
mental truths. Attach a different meaning to your word- 
symbols from that which they bear in other people’s minds, 
and you may very readily find that they deny what you 
find obviously true, and assert what you cannot but declare 
to be false. That is one serious danger of starting out, as 
our author does, with a set of new definitions for the most 
fundamental terms in the particular field in which he is 
engaged. By so doing, one may approach perilously near to 
setting up windmills at which he may tilt, and doing so in 
complete good faith. 
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One application of the “savings are not income” doc- 
trine is to the case of the taxation of three brothers, each 
inheriting the same amount at the death of a relative. One 
buys a perpetual annuity, a second accumulates his capital 


‘for a period until he can buy a perpetual annuity of double 


the annual amount, while the third buys a short-term an- 
nuity of quadruple the annual amount secured by the first. 
It is contended that the three brothers ought to pay income- 
tax in such manner that the present value of all taxes paid 
should be the same for each of them. But this is to accept 
expenditure as the test of ability to share in public burdens, 
and ordinary income-taxes, or rather income-and-property 
taxes, are based on the view that increased accumulations 
increase the ability to contribute to public outlays. If 
the theory be accepted that services-income, or, what 
amounts to the same thing in the instance selected, expen- 
diture, is to be the basis of taxation, it would be necessary 
to admit that a man who invested the entire revenue of an 
estate for any period, say a century, in adding to or improv- 
ing the estate, ought not to pay income-tax during that 
period, so far as his revenue from the given estate is con- 
cerned. But, as owner of an improving property, it may 
fairly be contended that he is interested in the government 
of the region where it is situated, and according to any 
reasonable standard has an increasing ability to share in 
the expenses of maintaining that government. To exempt 
such cases would, indeed, encourage investment of capital, 
but would hardly accord with ordinary standards of fairness 
as between different citizens. 

But we are not engaged in a discussion of what is. fair 
taxation. We merely protest that, in our view, Professor 
Fisher has unearthed a mare’s-nest by means of his applica- 
tion of a special and limited meaning to the word “‘income.”’ 


\- We agree that savings are not final services-income. But 


we do not consider that this disposes of the question, “ Are 
savings income?” when the words have the meanings which 
they involuntarily suggest to the ordinary citizen, or that, 
for lack of a refined metaphysical apparatus, the ordinary 
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citizen blunders into fundamental error in the matter of 
the relation of savings and income. 

Let us for a moment attempt to apply the ideas which 
Professor Fisher seems to accept. Expenditure of revenue 
on enduring sources of income constitutes saving, we under- 
stand. The purchase of a motor car, a suit of clothes, or 
a box of cigars, is, each in its degree, saving in this sense, 
unless the income be the satisfaction of acquisition; and, 
if so, then what place is there for the satisfactions arising 
from use? How much of the motor car’s value and of 
that of the suit of clothes are we to regard as the savings 
of the year of their purchase, how much as the income of 
the year? These questions are not neglected by our author, 
but we submit that, to exclude from income-taxation that 
part of a man’s revenue which is expended on the purchase 
of a motor car on the last day of the financial year (thus 
excluding, for convenience in bringing out the point, the 
rendering by the car of services of transport within the 
year) would be a somewhat fantastic result of the doctrine 
that savings, not being income, should go untaxed. 

It might, further, occur to readers of .Professor Fisher’s 
interesting discussion that an objection could be entered to 
the cancellation of “interactions” only up to the final 
point of services rendered to the person of the recipient of 
an income. Income of money being balanced by outgo of 
money in purchase of commodities, and income of commodi- 
ties by their outgo or destruction in rendering services, 
the question might be asked whether it be not possible to 
regard the nourishment of the body, not as the final end 
of a certain part of these services, but as an intermediate 
stage in a continuous process, the body being thus rendered 
fit for further labor, which in its turn contributes to the pro- 
duction of more food, etc., and so on and so on. Some 
part of the final income of services would, on this view, be 
only part of an interaction of the same general character 
as those to which Professor Fisher applies this designation. 
In discussing subjective income, in fact, our author appears 
to go a good way towards developing such a view. A 


{ 
} 
| 


314 QUARTERLY JOURNAL OF ECONOMICS 


laborer at $2 per day may, it is suggested (Capital and In- 
come, p. 171), “work so hard for it as to justify a deduction 
of $1.50 for the effort,” and he “would then be receiving a 
net income of only 50 cents a day.” A case is suggested 
(loc. cit., p. 172) in which a laborer at $2 a day estimates 
that this income, secured by working eight hours a day, 
would be equivalent to $1.50 per day without labor, and 
has thus virtually made a deduction of 50 cents a day for the 
irksomeness of his work. Let us suppose that it costs at 
least $2 per day to keep himself and his family alive. He 
could not then regard a proposition to accept less than $2 
per day with any favor, even if combined with the release 
from obligation to labor. It might be contended that a life 
without work could be supported at a less expense than a 
strenuous life of hard work. But this hardly disposes of 
the point we would put. If $2 daily be earned, and no 
less than $2 daily will suffice to maintain life, so that the 
offer of less without work could not be accepted, would 
this mean that the irksomeness of work was nil to such a 
man? The method proposed for estimating irksomeness 
has as many defects as the use of money as a measure of 
total utility. 

The treatment of cost of production which is presented 
in the course of Professor Fisher’s exposition appears to 
the writer to be defective in the extreme. In one place 
we are informed that most of what is so called “is, in the 
last analysis, not cost at all” (Rate of Interest, p. 173). 
“Tt costs flour to produce bread; but all that the flour costs 
to the baker is income to the miller,’”’ and so on. But does 
this render a study of cost useless or unimportant? Let 
it be granted that we have at our disposal an ever-increas- 
ing equipment of appliances whose availability for use is ° 
a fact effectively independent of the manner in which these 
appliances came into being. Yet, as an index of the level 
of value for a large part of the commodities which have 
an important place in every-day life for most of us, cost 
may be a good deal more readily estimated than utility; 
that is, than marginal social utility. To the baker the 
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cost of flour is a very important fact, aiding him in deter- 
mining at what price he can afford to offer bread for sale. 
He can only learn something about the utility of the bread 
by observing whether he is able to find customers for his 
loaves at the price at which he offers them. The very fact 
that what is cost to one entrepreneur is income to another, 
instead of reducing the study of cost to a position of almost 
negligible importance, brings out the correspondence of 
cost and utility. Profitable production requires that cost 
—objective and subjective cost together—should be less 
than the utility produced, each being measured in terms of 


money. And, in the presence of active competition, the 

excess of utility over cost, measuring each again by the ~ 
money equivalent, is reduced to a minimum. As an objec- 
tive measure of the value of goods produced under these ~ 


conditions for continuously recurring consumption, cost 
may be deserving of as careful study as utility, and may 
offer a more tangible object for study. But all this is mere 
repetition, inadequate because necessarily condensed, of 
very familiar matters. The school to which our author 
belongs prefers to concentrate attention on utility. But, 
inasmuch as marginal utility is always affected in its amount 
by abundance of supply, the conditions on which that 
abundance rests demand the most careful examination. 
In this we may say to the utility school, “This ought ye to 
have done, and not to leave the other undone.” Desig- 
nating cost as the disutility of effort or sacrifice does not 
dispose of it, and render these disservices unworthy of 
attention, analysis, and measure so far as the conditions 
allow. 
Throughout the discussion of the concepts of capital and 
interest the one view thrust into prominence is that the 
“value” of capital is a derivative one, and dependent on 
the anticipated value of the expected services of the capital 
in question. If we substitute “utility” for value, there is 
nothing to quarrel with in this assertion. But the abun- 
dance of capital depends on something else than the expected 
services; and the relative valuation of present and future 
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services, as is fully recognized, depends on the relative abun- 
dance of those services, and thus on the extent to which 
in the past the immediate future has been sacrificed to the 
more remote future, and present satisfaction sacrificed to the 
creation of wealth, the services of which must be rendered 
in the future, if at all. In this we are saying nothing which 
appears to be in conflict with the view championed by our 
author. 

But we find it difficult to accept the doctrine that capital 
value is the fundamental thing, and that, assuming an un- 
changed equipment of appliances for rendering future ser- 
vice, there is appropriateness in saying that capital has 
increased or decreased simply because the relative estimate 
of present and future has been modified. The equipment 
of instruments to produce distant results remaining un- 
changed, this lack of change is a fact which has much im- 
portance to the community, even tho the perspective 
view of the future has temporarily been modified, and 
therewith the valuation of this complex of more or less 
durable instruments has undergone a change. Capital 
values are changed. But is it proper to assert that capital 
has undergone a parallel change? Reference is made by 
our author to the practise of book-keepers in keeping the 
figures representing the capital of a joint stock company 
unaltered in cases where depreciation of assets through a 
changed outlook on the future has occurred, and is expected 
to be only temporary. May it not be suggested that there. 
is something to be said for this, even tho the balance 
sheet professes to deal with values, and values only? The 
conditions which made utility correspond in some manner 
with cost being expected to recur, a cost-value, more or 
less modified, is regarded as, in the long run, appropriate, 
and more so than a utility-value affected by oscillations of 
confidence from being over-sanguine to being unduly hesi- 
tant. Impropriety may certainly be alleged where endur- 
ing changes in the perspective relations of future and present 
have occurred (such changes being accompanied by changes 
in the kind and amount of appliances at the disposal of the 
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community for providing for the future), and these are 
ignored in financial accounts. But the avoidance of a see- 
saw in balance sheets has its advantages. Even those who 
understood what had happened would find some difficulty 
in following a conservative course if, during a year.or two 
of low interest rates, excessive surpluses in value of assets 
were shown by their balance sheets, and in subsequent 
years, with higher loan-rates ruling, the accounts were 
made to show startling deficits. The technical efficiency 
of manufacturing equipment being maintained, the point 
of view which presents the capital as corresponding to 
that technical efficiency, in spite of temporary changes in 
the rate of interest, while in conflict with the doctrine of 
the volumes before us, as we understand it, reflects a large 
degree of common sense. 

We confess to feeling a sense of revolt at the view that 
the capital of a community has largely increased or de- 
creased, is constantly undergoing oscillatory changes, when 
the rate of interest fluctuates, even apart from any modifi- 
cation of the means possessed by men to maintain their 
struggle with nature. Of course, the recognition that cer- 
tain parts of that equipment will not realize what was ex- 
pected when they were brought into being is perfectly 
proper, and not to recognize it would be improper. But 
we find more to commend in the view that, apart from 
temporary oscillations due to temperamental fluctuations, 
the increase of the means for exploiting nature’s resources 
is the source of the reduction in interest rates, when that 
increase is not accompanied by extended knowledge of 
how present effort may be used with hitherto unattainable 
advantage in securing future desirable results. The value 
of material capital, capable of producing given results, is 
greater when interest is low than when interest is high, if 
those results have not, through the increased supply of 
their like, suffered a decrease in utility, offsetting the de- 
crease in the rate of capitalization. But we do not find 
that the increased value of the aggregate of material capital 
is traceable to the fall of interest mainly. There are, in 
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fact, several co-operating influences. The increasing sup- 
plies of technical equipment for the exploitation of the 
future induce such increase of prospective supplies of future 
goods as to diminish the marginal utility of future satis- 
factions. The relative abundance of future and present 
services being thus affected, the rate at which future ser- 
vices are acceptable in substitution for like present services 
is also affected, and this rate, serving as the basis for a 
rate of capitalization, causes a given amount of capital 
goods to be expressed as a greater value than before to 
the extent to which the offset above named is not com- 
plete. Unless we have quite misunderstood him, our 
author finds but a trifling place for the increase of capital 
values as the cause of a decrease in interest rates, the in- 
crease of values being due to increase of capital goods. 
In his view the sequence of cause and effect is always and 
invariably from future to present, not from present to 
future. What we expect to get determines what we have 
(in value of capital equipment). It is hard to quarrel 
with this. Yet it ingeniously hides what we believe to be 
Sa more important consideration; namely, that what we 
shall get is dependent on what we are now willing to pro- 
vide in equipment for securing future services. At bottom 
we do not suspect Professor Fisher of any failure to appre- 
ciate this. But he steadily employs a phraseology which 
appears to deny importance to what we hold to be quite 
fundamental phenomena. That it is necessary to give due 
consideration to the cost of capital goods may be illus- 
trated by the relation of invention to capital value. Some 
inventions permit of the attainment of a given end at a 
reduced outlay. Instrumental goods capable of yielding 
certain definite services now secured by other instruments 
may either yield those services earlier with appliances 
whose construction involves no more labor than that of 
the older appliances or may, with much reduced labor of 
construction, yield equally abundant services at a period 
not more distant in time than was needed by the older 
appliances. It is consistent with experience that, without 
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such a realized increase of appliances of this kind as may 
impose on the said future services a lower marginal utility 
through greater prospective abundance, the value of the 
capital appliances falls corresponding to reduced cost. A 
revision of the estimate of the importance of the antici- 
pated services sometimes takes place without a prospective 
increase in those services, when they become attainable at 
a reduced cost. Will the doctrine that capital value is 
simply the discounted income value adequately explain 
such changes? It is not contended that it is not in accord 
with the facts, but merely that the change in value is set 
in motion from the side of capital, not from that of income, 
in some cases. 

At this point, reference may also be made to another 
leading point of doctrine in which Professor Fisher and 
many of his eminent colleagues have discarded the clas- 
sical teaching; namely, the relation of land to capital. 
- As all forms of capital goods have their values determined, 
according to this school of thought, by discounting their 
anticipated future services, and as land has its value simi- 
larly determined, the distinction between the relations of 
income to value in the case of land and in that of man- 
made instruments of production must be held to vanish. 
If we could agree that the influence of cost were as negli- — 
gible as Professor Fisher insists it is, we should find it easy 
to accept this view and class land and capital together. 
But we do not find that the ratio of income value to capital 
value is dependent on such nearly identical facts in the two 
cases. As above stated, we contend for a valuation of 
instrumental goods in which cost plays a coequal part with 
utility, while for land we rely on utility alone. It is true 
that much capital is of such an enduring nature that, once 
brought into being, its continued existence is properly re- 
garded as independent of the original cost of formation. 
As Professor Marshall, among others, has pointed out, there 
occur all grades of dependence of cost on value, from the 
one extreme where cost calls for no consideration to the 
other where, unless cost-value is covered by utility-value, 
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the goods will not be brought into being at all. But the 
occurrence of the former class, and of intermediate grades 
which approximate to it, does not exhaust the field of ob- 
servation, and we are not entitled to elaborate and regard 
as exhaustive a discussion from which all consideration of 
the effect of cost has been practically excluded. The utili- 
ties which can be replaced as they are exhausted, and can 
be multiplied at will, differ in important respects from those 
which exist apart from man’s will, and can neither be created 
nor destroyed; and we ought not to treat the former as if 
they were of the latter class. 

The extension of the process of evaluation proper for 
the case of a bond, a farm, or a mine so as to be the ezclu- 
sive basis of all evaluations of goods seems to assume the 
existence of a habit of careful calculation in minor every- 
day purchases which recalls the assumptions briefly de- 
scribed as “that there is a Scotchman inside each of us.” 
Would any of us attempt to value a piano in the same 
fashion as a bond? 

We have not devoted the space at our disposal: to a re- 
view of the numerous features of Professor Fisher’s exposi- 
tion which command our admiration and in which we will- 
ingly follow his lead. Neither will space permit of refer- 
ence to some striking deductions from the theory, such as 
the ingenious point that changes of the interest rate have 
a large influence on the value of some kinds of labor, but 
little on that of others. We agree that a sound theory of 
interest must find a place for important features of the 
productivity, cost, and agio theories, and the blend which 
would satisfy our demand would not be altogether dis- 
similar from Professor Fisher’s in the proportions of the . 
ingredients selected from these three different sets of theories. 
We find the presentation of the conception of varying in- 
come streams, and their diagrammatic illustration, very 
helpful, tho we are not entirely confident that the dia- 
grams will make so effective an appeal to all students of 
economics as to ourselves. 

At one point in relation to the composition and shape of 
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an income stream it seems to us that the standpoint of 
the individual has been permitted to overshadow that of 
the aggregate of individuals——the community. The com- 
position and shape of the income stream yielded by the 
particular forms of capital selected for exploitation by an 
individual are held to be almost wholly without effect on 
the services-income which he secures, as, by sale and pur- 
chase, borrowing and lending, he can exchange with others, 
and substitute for any given income-stream one of equiva- 
lent value. But—and this has, it seems to us, hardly re- 
ceived sufficient attention—the aggregate of individual in- 
comes must make up the income of the community in kind 
and time distribution. When we consider the case of 
investment in a mine, the yield of which is exhausted in a 
short term of years, from the standpoint of the individual 
we have an income ceasing with the mine’s exhaustion. 
But a mine’s products do not yield all their services for 
many years after the mineral has been extracted. From 
the point of view of society the mine will not form a suitable 
illustration of investment for results which gradually de- 
crease to the vanishing point in a brief period. Society has 
part of its income deferred for a very long period when 
present resources are devoted to the exploitation of a mine, 
and the time-shape of income which is used as characteristic 
of mining seems not at all applicable when we view matters 
from the point of view of the community in place of that 
of the individual. One of the contributing causes of re- 
current commercial and industrial depression may be said 
to be this difference between the position of the individual 
and of the community in regard to the form of the income- 
stream. The ease with which, ordinarily, any kind of 
property-income stream for an individual can be made the 
means of securing any desired kind of services-income 
stream leads to a position where the community’s income- 
stream has taken on a highly inconvenient form and com- 
position, and individuals strive in vain to carry on the 
usual transformations by exchange of their own income- 
streams. 
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This seems to us to be stating only what has often been 
stated in other terms, and to be stating it in a form which, 
for most purposes, has no serious advantage over the more 
common and less technical expression. Some part of the 
apparent novelty of several doctrines found within the 
covers of these two volumes seems to be of a like character. 
A novel phraseology suggests more new points of view 
than are in fact realized by its means. To some it is very 
helpful, but not equally so to all. 

[. As we began, so we finish. The more we reread and 
reflect on the chapters of these books, the more we feel 
convinced that the truth that is in them has been preached 
by some writers who are not mentioned with honor in their 
pages. To some of us one mode of presentation of truth 
carries conviction more readily, to some another. For his 
own part the writer feels most regret at the extent to which 
Professor Fisher, and those who think like him, have felt 
it necessary to tear down what has been built before them, 
in order to find a place for their edifice. It does not ap- 
pear to him to be reasonable to believe that some very 
simple truths have had to wait till the twentieth century 
for discovery, when we know how eagerly many competent 
workers have sought the truth before any of us saw the light. 
We view certain facts from a standpoint somewhat different 
from theirs. Our apparatus of analysis is in some respects 
more perfect than was theirs. But when, in order that we 
may be right, we find it necessary to proclaim a vast body 
of respected and intelligent people in former generations 
wrong, there seems to be reason for wondering whether we 
might not find that they knew a good deal, and saw further 
beyond their noses than the too ready rejection of their . 
views by some of our own generation would seem to imply. 
Should we not advance faster if we did a little less of radi- 
cal reconstruction? Or is the principle which finds illus- 
tration in the early scrapping of used machinery as the 
surest road to efficient production the true principle in 
the realm of ideas as well as in the realm of material things? 
Or is it all a question of temperament, so that some advance 
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faster by the one method, some by the other? If so, may 
not a plea be put forward by those who take the one view 
that those who take the other will not insist so much on 
their mode of procedure as to leave no opportunity for 
their fellows to pursue truth by the methods which com- 
mend themselves most to them? 

A. W. Fivux. 


Portrers Bar, 
ENGLAND, 
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SOME RECENT TEXT-BOOKS IN ECONOMICS. 


InrRopuctory works in economics have been mainly of 
two sorts,—a majority written primarily for use as text- 
books, and a minority written primarily as briefer treat- 
ises with secondary reference to possible incidental use 
as text-books. Those of the former type have almost regu- 
larly followed the same scheme of logical treatment which 
might be expected in a general treatise. A book so con- 
structed depends for its distinctive quality as a work 
for beginners mainly on the brevity of its exposition, 
on the dogmatic character of its theoretical presenta- 
tion, and on a variety of supplementary pedagogical de- 
vices. These have taken the shape of bibliographical aids, 
summaries of conclusions, and lists of test questions that 
depart more or less successfully from the catechetical 
order. Books of the minority type have been in the nature 
of an abridged treatise, usually broader in scope and more 
distinctive in view-point than the text-book proper, but so 
far influenced by the possibility of use with college classes 
as to include the various helps that form a feature of the 
other type. The outcome of these related tendencies has 
been to produce books so substantially uniform in outline 
and in real purpose as to make it difficult to classify a new 
work without first noting from an author’s preface either 
his profession of intention to write a text-book or his dis- 
claimer in that connection. The cause and the result of this 
situation are not hard to find. By virtue of the uncertainty 
due to frequent controversies and shiftings of theoretical 
view-point in a vast and largely unworked field, and because 

1Introductory Economics. By Alvin 8. Johnson. New York, 1907. 

Outlines of Economics. By Richard T. Ely. Revised and enlarged by the 
author and Thomas S. Adams, Max O. Lorenz, and Allyn A. Young. New York, 
_, (Briefer Course.) By Henry R. Seager. New York, 1909. 


Economics. By Scott Nearing and Frank D. Watson. New York, 1908. 
Manuel d’Economique. Par Adolphe Landry. Paris, 1908. 
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of academic preoccupations on the part of authors that have 
brought little vital contact with the broader trend of educa- 
tional thought, economists have produced a succession of 
books for beginners in which the form of presentation has 
been so dogmatic, or so foreign to the rich but disorganized 
personal experience of students, that points of contact or 
departure in instruction have been sadly few. This ten- 
dency has resulted in many excellent abridgments, each of 
which may serve a good purpose in the hands of a good 
teacher; but of really teachable, genuinely introductory 
works there have been few, if any. 

The typical text-book has been constructed, with minor 
variations, very much as follows. In accord with the requi- 
sites of systematic treatment, a beginning has usually 
been made in the arbitrary laying down of fundamental 
notions which define the object and scope of the study of 
economics, its history and standing as a science, its relation 
to other social disciplines, its methods and other such general 
considerations. In a number of instances it has seemingly 
occurred to writers that it might be well to preface logical 
fundamentals of this description with an exposition of his- 
torical and descriptive data that might afford to the be- 
ginner a more concrete and therefore easier and more sugges- 
tive approach. On some occasions this has taken the form 
of a summary description of the development of economic 
society; on others, that of an outlining of the evolution of 
economic institutions in a particular country within the his- 
torical period. In at least one instance this descriptive 
matter has been confined to the economic development of 
the United States, and in still others there have been vary- 
ing combinations of these three plans. In any case, however 
inclusive or exclusive the treatment may have been, it has 
ordinarily been so summary and so little related to the in- 
terpretation of contemporary phenomena that it has served 
no useful pedagogical purpose. Indeed, it is open to con- 
siderable doubt whether these historical introductions have 
been intended to serve such a purpose. It would seem much 
more likely that they are a sort of sedimentary residue of a 
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process of steeping in the teachings of the German his- 
torical school under whose influence so many American 
text-book writers have either directly or indirectly been 
placed. The remnant of this influence, however, as it shows 
itself in the average text-book, is so rudimentary that it is 
no more satisfactory as history than it is as economics. 
Especially when it comes to the United States, economic 
history is so much a chronicle of relatively contemporary 
material achievement that the exposition serves no useful 
end as demonstrating either the relativity of economic in- 
stitutions or of economic ideas. Such facts are much better 
reserved for treatment in their appropriate connections with 
the details of subsequent analysis than forced into a separate 
introductory position. 

The wise teacher, to be sure, is inclined to pass over his- 
torical introductions and the other preliminaries dealing with 
logical fundamentals. He will recognize that, altho these 
may give beginners a notion of the “rich diversity and 
spacious amplitude” of economic study, they are likely to 
give little else. Unfortunately, there are inexperienced 
teachers who fear to pass by any material in works to which 
they turn more or less reverently for guidance. Unfortu- 
nately, too, where this scheme of introductory procedure 
appears, the same method is likely to be followed in present- 
ing the matter of later chapters. It does not seem to have 
occurred to most writers that the suggestive questions 
appended in so many cases to their chapters might supply a 
key to the best mode of introducing more or less abstruse or 
fundamental analysis. Here, again, the experienced teacher 
is usually not at aloss. He can shape the mode of approach 
to suit his ends and the needs of his students. Almost any 
text-book would serve his purposes. And further, perhaps, 
so long as the study of economics is confined to the maturer 
members of upper college classes, a systematic treatise may 
meet their needs better than a less logically arranged text- 


‘book. But such can scarcely be the case at present, in a 


situation where the study of economics has gradually been 
pushed downward, and where the assumed practical value 
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of the discipline has resulted—in connection with the 
growth of the elective system in the selection of courses— 
in student groups so large that they threaten the break- 
down of genuine class-room instruction. 

Of the books concerned in the present survey, two are 
significant as standing in somewhat extreme ways for 
possible alternatives in this connection. Landry’s Manuel 
d’Economique is of the abbreviated yet comprehensive 
treatise type, which probably fits very well the requirements 
of the mature students of French law schools, for whom it 
was primarily written. If not the product of a systematic 
course of lectures on economics, it is at least a work meant 
for reading in connection with such a course, unaccompanied 
by class-room discussion. The Economics of Nearing and 
Watson, on the other hand, represents a frank attempt to 
meet the class-room needs of Freshmen in American colleges. 
Both in the organization of its material and in its theoretical 
view-point itis a distinct departure from the traditional treat- 
ment. Where other authors have compromised in the effort 
to realize pedagogical ends, and have therefore failed to write 
either satisfactory treatises or text-books, the joint authors 
of this volume have at least made a whole-hearted attempt 
to write a genuine text-book that will connect with the 
experience of immature beginners. If American students 
were to defer the study of economics until the opening of 
graduate work, or perhaps until the Senior college year, the 
French method might well apply, and such a manual as that 
of Landry would afford an admirable basis of study. With 
its broad canvassing and keen analysis of all of the possi- 
bilities of divergent view-points, fortified by innumerable 
references to standard treatises; with its emphasis on the 
historical and social setting of economic facts and on the 
relativity of economic theories; and with its regularly 
precise, logical, and systematic method of presentation,— 
no better summary of economic thought and tendency for 
mature minds could easily be found. But, with the trend of 
things as it is in American colleges and schools, the alterna- 
tive presented by the possible choice of such a manual as 
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this and of a text-book of the Nearing-Watson type affords 
no serious problem. Of the great merits of Landry’s book, 
apart from its availability for teaching purposes, more will 
be said presently. 

The other three works are to a greater or less extent of 
the compromise type. On the one hand, none is nearly 
so thorough-going in scope or in logical quality as is Landry’s 
work; and, on the other, none is so simple and concrete in 
scheme of presentation, nor yet so hasty and immature in 
expression, as is the Nearing-Watson book. The three 
have been written with somewhat different purposes: 
Johnson’s book to meet the need especially of “those stu- 
dents of mature mind who seek to gain an introduction to 
modern economic thought” outside of the lecture hall or 
class-room; Ely’s Outlines primarily for college and uni- 
versity use; and Seager’s briefer work to serve as a manual 
for use in technical and professional schools and in other 
groups where time is lacking to cover his longer treatise. 
However, despite these minor divergences of original intent, 
there are sufficient grounds of comparison afforded by the 
carrying out of divergent purposes to warrant a more ex- 
tended examination, covering questions of scope and con- 
tent, particular methods of presentation, and varying 
doctrinal attitudes. 


Professor Johnson’s book makes no pretense at compre- 
hensiveness. He avoids everything of a merely informing 
nature, including only such facts of experience as are es- 
sential to the illustrating of propositions which he aims to 
enforce. His work has a distinctly abstract quality. It 
consists of “a series of rigorous exercises in economic 
reasoning” such as may contribute to an independent 
organization and interpretation of the facts of daily ex- 
perience. Needless to say, these exercises find their basis 
in the law of diminishing returns, which supplies the key 
to the interpretation of every problem that is attacked, 
whether it be price, division of labor, concentration of 
industry, or the allotting of shares in distribution. The 
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law of diminishing utility plays a smaller réle than might 
be inferred from its prefatory mention, correlative with 
that of the law of diminishing returns. This mode of 
exposition of course involves constant iteration. But 
the book has so far abandoned the categorical style of 
many text-books for one in which dogmatic statements are 
more or less concealed in a body of introductory and illus- 
trative material that the regular return over a new road 
to the same destination carries with it, rather than weari- 
ness, an element of surprise at the ingenious guidance of 
the author. The terminology is purposely loose, the 
reasoning deductive, and the illustrations mainly hypo- 
thetical. The work is not divided into separate treat- 
ments of “static” and “dynamic” problems, but the 
equivalent of such a division is in fact constantly realized. 
Static levels of price, wages, and the like, are recurrently 
emphasized as “natural” or ideal levels towards which 
actual rates do or should tend. There would seem to be | 
some lack of humor in failing to appreciate the irony of 
ascribing to the static-dynamic distinction the quality of | 
“an important innovation” on Professor Clark’s part; 
for there is ever in evidence an apparently unconscious 
identification of the static concept with the “natural 
state” of the classical economists. The views of price and 
distribution advance the familiar theories of Professor 
Clark. The value analysis of the Austrian economists is 
definitely developed and accepted in the second chapter; 
but in the later analysis of price and of distribution “cost” 
elements are so strongly emphasized as fundamental de- 
terminants that they, rather than consumers’ estimates, 
would seem to be viewed as primary factors. In the 
matter of price determination it is interesting to note a 
definitely expressed agreement between Johnson and Ely 
to the effect that in the long run “prices tend toward the 
costs of the most efficient producers.” The marginal pro- 
ductivity theory of distribution is explained and illustrated 
with unusual clearness, its origin in a universal law of 
diminishing productivity receiving repeated recognition. 
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_ In harmony with Professor Clark’s interpretation, land is 
| regarded as a capital good, and Professor Fetter’s notion 
of rent is consequently adopted as the only one that could 
\_ live peaceably with this adaptation of the productivity 
formula. It is significant, however, that all of the illus- 
trations in connection with the rent analysis are suggestive 
of a view of land as sui generis. The only chapters that 
deal directly with present practical problems are the last 
five. Four of these, which deal with questions of money, 
banking, and international trade, give a summary of ac- 
cepted views that is telling in its definiteness of outline. 
The final chapter on the economic relations of government 
arrives, in its advocacy of a governmental program, at an 
apotheosis of competition such as does credit to a follower 
of Professor Clark. On the whole, no more clean-cut 
presentation of this general view-point has appeared; 
but this very quality only serves to throw into bolder 
relief the incongruity of a “costs” method of accounting 
for the value of the services of productive factors with a 


“price” method of accounting for the value of durable 
goods and monopoly products. 


The new edition of Professor Ely’s text-book of fifteen 
years ago retains the general plan of the earlier work; 
but rewriting in co-operation with other members of the 
Wisconsin group has given it a recasting in harmony with 
the doctrinal developments of more recent years. In 
form the book is a simple treatise in which topics are ex- 
amined under the traditional fourfold divisions of eco- 
nomics. The main treatment is preceded, however, by a 
brief statement of fundamental notions and an excursion 
into the field of history. In introducing successive themes, 
the more abstract considerations are advanced at the start; 
but they are handled in such close connection with illus- 
trative practical problems as to minimize the danger so 
likely to appear in text-books which separate theoretical 
and practical discussions. There are logical reasons for 
such a separation, in the greater sharpness of form into 
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which theories may be cast for purposes of presentation; 
but whether such a method is to be preferred to the other 
depends largely on the character assigned to the results 
of abstract analysis. These may be far from complete or 
even purely ideal. In that event they may serve as arbi- 
trary tests or standards to be used as “yard-sticks” in the 
later gauging of actual phenomena; but the more ideal 
they are, or the farther from completeness, the smaller is 
the possibility of making them function in any real inter- 
pretation of economic experience. In any attempt so to 
apply them there is no little danger, on the one hand, that 
theories will lose their vitality in the process or, on the 
other, that phenomena will be falsely colored or subjected 
to Procrustean treatment in the unconscious process of 
bringing them into harmony with the fond offspring of 
thought. There is none of this tendency in Professor 
Ely’s text. Indeed, it so constantly refers theories to the 
facts of given situations, is so little given to discussing con- 
troverted questions of doctrine, and confines itself so largely 
to fundamentals expressed in general terms, that it would 
be almost gratuitous to characterize any -part of its the- 
orizing as an expression of “views.’”’ The book aims at 
comprehensiveness. Even treatments of the history of 
economic thought (20 pages) and of public finance (120 
pages) are included, the latter being regarded, for the pur- 
poses of an introduction to economics, as quite as essential 
as the subjects of money or international trade. 

In the setting forth of underlying conceptions, several 
features attract particular notice. In the treatment of 
value, subjective facts are given a minimum of considera- 
tion. Attention is turned as speedily as possible to objec- 
tive explanations of objective phenomena. To be sure, 
in the bilateral explanation of price which is offered in 
harmony with Professor Marshall’s presentation, it is 
necessary to analyze the forces behind demand; and this 
analysis, if carried far enough, would of course lead to sub- 
jective foundations. But, inasmuch as these considerations 
have already been dealt with in the earlier treatment of 
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consumption,—where their exposition is fully covered 
on the assumption that the whole of the consumer’s atti- 
tude towards goods must there be explained,—their influ- 
ence is largely neglected in the later analysis of price as 
an exchange phenomenon. For teaching purposes, where 
there is so much in need of summary explanation, this 
method of presentation is undoubtedly preferable to one 
in which there is ceaselessly reiterated the old story of the 
impinging of goods on man’s consciousness in the producing 
of gratifications. But in the present instance a query 
arises whether or not the early marginal utility analysis 
would not have been slightly different, had it been deferred 
so as to contribute in consecutive fashion to the explana- 
tion of price. Ely, like Landry,'—and there is a suggestion 
of the same tendency with Seager,?—refuses to accept the 
rejected-marginal-unit explanation of the value of a stock 
of goods. He substitutes what might be designated as 
an auction principle based on the varying utility estimates 
of the successive units of a stock of goods in successive 
moments of utility-judging. It would seem that this 
manner of explanation is even more open to objection than 
that manner of statement in which the “marginal utility of a 
stock” is spoken of as equal to the marginal utility of the 
final unit multiplied by the number of units. The truth 
would seem to lie in the view that the measure of total 
importance, and therefore the value, of a homogeneous 
stock at any moment is found in the importance attached 
to the marginal unit. But errors of analysis or mistaken 
or unintended phrases might well pass unnoticed if only 
the more important truth of the primary importance of 
consumers’ estimates were recognized in the explanation 


1 See Ely, p. 110, and Landry, pp. 491-492. 


2 With Professor Seager’s analysis I suspect that this suggestion is phraseological 
rather than vital. In the third edition of his larger work (p. 83) he explains the 
value of a homogeneous mass of goods on the basis of the consumer’s estimate of 
importance of the marginal unit, and then later says ‘‘multiplying the slight value 
of a pound of iron by the number of pounds in existence would give a total rep- 
resenting very inadequately the importance of iron to man’’ (Italics mine). In the 
new abbreviated edition the analysis and the subsequent qualifications are the 
same, except that the word value is substituted for the word importance. 
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of the prices of goods and of the shares of factors in dis- 
tribution. On this point, making exception of the Near- 
ing-Watson book,' the authors of all of the works under 
review speedily forget, in their demand and supply theories, ~ 
the secondary nature of the forces behind supply, and place | 


themselves unwillingly or unwittingly in alignment with a | V 


view that elevates cost elements to a position of priority. | 
In view of the perennial reference to distribution as a prob- 
lem of valuation, the emphasis placed on this view-point at 
the hands of marginal productivity theorists is surprising. 
It is hard to avoid the suspicion that the rejected-marginal- 
unit explanation of the respective normal returns to spe- 
cific productive factors found its origin in an analogy with 
the now frequently repudiated marginal-unit explanation 
of the value of a complexus of homogeneous consumers’ 
goods. The stone which was made the head of the corner 
is now rejected by the builders. The confusing of objec- 
tive and subjective is not infrequent in treatments of con- 
sumers’ and producers’ rents, of the laws of diminishing 
utility and of diminishing returns, as well as in the related 
aspects of value and of distribution. This tendency is 
nicely illustrated in a paragraph of Ely’s book? which points 
out “similarities in the réle which marginal utility and 
marginal productivity play,” with a view to enabling the 
reader by the comparison “to grasp the significance of the 
latter concept.” This particular variety of analogizing 
is open to serious objection; for, even if it does not ad- 
vance to the point of actually vicious theorizing, parallels 
that are drawn, superficial tho they are intended to be, are 
likely to stand for genuine identifications in the mind of 
the inexperienced student. 

A further thought is suggested by the subject-matter of 
Ely’s early chapter on “The Characteristics of the Present 
Economic System.” At our stage of economic theorizing, 
when notions of the relativity of ideas and practices are so 
prevalent, might it not be serviceable for purposes of in- 
struction to distinguish more sharply between what is 


' See their chapter on Wages, p. 369 et seg. 2 pp. 330-331. 
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primarily social and what is strictly economic? With such 

-\ a distinction the relativity of legal and social concepts and 
institutions—such as custom, private property, inheritance, 
and vested interests—might be more satisfactorily em- 
phasized by way of contrast with the less variable quality of 
purely economic relations (i.e., the direct relations between 
men and goods). This would contribute to a better under- 
standing of the ways in which inherited social institutions 
vitally condition present-day economic relationships. 

Professor Ely like the other authors, excepting Professor 

Johnson, treats land as a distinct factor in production and 
holds to the old-fashioned theory of rent. Wages are ex- 
plained on marginal productivity lines, and interest on a 
largely eclectic basis, in which, as with Seager and Landry, 
the tendency to discount the future, on the one side, and 
marginal productivity, on the other, constitute the two wings 
of a bilateral interpretation. With Ely, as with Nearing and 
Watson, wages of management are treated under profits 
rather than as a part of “wages.’”’ There is a tendency in 
the Outlines to over-emphasize “decreasing expenses” in 
manufactures and transportation as a function of the mere 
enlarging of the scale of production, apart from the effect 
in that direction of improvements in methods or in capital 
goods. Such an inference is, at least, suggested by the work- 
ing out of this idea in connection with “normal” assump- 
tions. For the rest, it may be said that the book is well 
equipped with excellent pedagogical devices, such as lists 
of suggestive questions, a selected and classified bibliography 
and topics for discussions, essays, and debates. In spite of 
the use that has been made of illustrative passages as texts — 
for the passing of strictures on some current theoretical 
tendencies (of which this book, after all, makes little point), 
the work, as a whole, may be characterized as clear and 
direct in style, healthy in tone, and undoctrinaire in practical 
tendencies. How far these qualities are due to the neces- 
sity of avoiding disagreements incident to joint-authorship, 
it would be interesting to know. 
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Professor Seager’s new book calls for little comment 
because of its close resemblance in plan and content to his 
earlier work, the several editions of which have been so 
widely used for purposes of college instruction. The new 
book is, in the main, a recasting of the older one, in the proc- 
ess of which brevity has been secured more largely by 
making omissions than by complete rewriting. The plan 
and point of view of the older work is maintained, there 
being substantially the same chapter divisions, chapter 
arrangement, and order of topics within chapters. This of 
course involves the same sharp line of cleavage between 
theoretical analysis and the exposition of practical problems. 
Instead of 604 pages of subject-matter, as in the old, there 
are 464 in the new; but in the new the introductory his- 
torical chapters and the later chapters on public finance, to 
be found in the third edition of the older book, are omitted. 
So only 503 pages of the third edition are strictly comparable 
with the 464 of the briefer course,—a ratio which should be 
reduced some further twelve to fifteen per cent. by reason 
of smaller pages. Condensation is more marked in the theo- 
retical than in the descriptive half, where the main task has 
apparently been that of bringing material down to date. 
The most significant changes are noticeable in those portions 
of the first half that treat of distribution, a number of which 
have been completely rewritten. This has resulted in 
greater effectiveness of presentation, especially in the 
chapters on Production and Distribution and Value and 
Distribution. In the former the picture of a “normal 
state of equilibrium” (Clark’s static society) has been 
abandoned for the more traditional presentation of the “nor- 
mal” situation. In the process of rewriting especial effort 
has been made to show the fundamental and primary nature 
of consumers’ estimates, rather than of costs of production, 
in price determination. In the chapter on Value and Dis- 
tribution this truth receives additional re-enforcement by 
way of the renunciation of any intention to emphasize costs 
in other than a secondary capacity as essential to the validity 
of the marginal productivity theory of distribution. These 
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sections (on pp. 202-205), however, would seem rather to 
recognize the difficulties involved than conclusively to 
answer them. In line with others whose theories are prac- 
tically “costs” theories, Seager continues to regard monopoly 
as an artificial factor; and profits are still treated (wages of 
management being treated under wages) as an abnormal 
share due to forces making for change, to differential advan- 
tage or to monopoly. A minor improvement in the chapter 
on Wages is in the more definite attention given to considera- 
tions of social policy with reference to wages. By way of 
further comparison with the old edition, it remains merely 
to note the less frequent use of diagrammatic illustrations 
in the new book, and the shifting of the treatment of foreign 
exchange from its place as an introduction to the chapter on 
International Trade to a similar position of priority in the 
earlier chapter on Unsettled Monetary Problems. The 
book in its entirety maintains the clearness, maturity, of 
expression, and logical tone of its predecessor. 


Enough has been said of the introductory book of Nearing 
and Watson to indicate its purpose, which is to supply the 
briefest possible theoretical key to an interpretation of the 
contemporary economic situation. The view-point that 
colors its descriptions and its theory stands out clearly on 
the first pages. These open with a contrast in familiar facts 
between American and Chinese conditions, which at once 
strikes the keynote of the whole work by setting in bold 
relief Patten’s “surplus economy” conception. The con- 
trast between the full and the empty dinner pail is every- 
where in evidence, as is the method of regularly introducing 
new topics with practical contrasts rather than with theoreti- 
cal analogies. There is a preponderance of descriptive over 
analytical matter which almost suggests the economic 
geography rather than a text-book in general economics. 
Production, not distribution, is evidently regarded as the 
more significant phase at least of introductory economic 
study, for the approach to the brief analysis of distribution 


1Cf. Seager, Introduction to Economics, third edition, p. 116. 
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and succeeding related generalizations is by an extended 
descriptive treatment of economic resources and industrial 
organization. Despite this endeavor to reduce to a mini- 
mum purely theoretical discussion,—a tendency that is 
illustrated by the avoidance of arbitrary terminology — 
the theories advanced are so simply and clearly outlined 
that they leave no question either as to their paternity or 
their trend. They are plainly based on the views of Pro- 
fessor Patten, and they nowhere lose sight of their goal in a 
theory of economic progress. The omission of any histori- 
cal treatment of facts and of thought, and of contempor- 
ary economic maladjustments, is thoro-going. For the 
latter, so far as internal evidence is concerned, the authors 
might well be accused of a blind and excessive optimism, 
which in reality forms no part of their attempt to realize 
their purpose. They promise in a later edition a duly pro- 
portionate treatment of adverse factors, the omitting of 
which from the present edition is attributable to difficulties 
of an unavoidable but temporary nature. This circumstance 
does not, however, cover the purposeful ignoring of the law _ 
of diminishing returns. This is evidently classed with ~ 
theories and phenomena that are obsolete, and so negligible 
in an outline of the fundamentals of the contemporary 
economic order. In breaking with traditional views, it has 
seemingly been thought wise not to run the risk of confusing 
college Freshmen by mixing new with old coneeptions even 
for purposes of contrast, but to defer the study of the latter 
until they can be handled in a more advanced course on an 
independent footing. 

Throughout the treatment of distribution the price-- 
dependent nature of the shares is enforced. The essentials 
of this analysis might easily be found in many economic 
text-books, but here the emphasis is so shifted and so con- 
sistently maintained as to avoid any suggestion of a “costs” 
economy. Costs are recognized as existing, but they are 
treated as a secondary and waning factor. In the case of 
interest, for example, the theory follows the essentials of 
Béhm-Bawerk’s view, but especial stress is laid on the fact 
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| that capital grows through increase of productive power 
_ rather than through saving that involves abstinence-costs. 
' Wages, in the view of the authors, are determined not by 
marginal productivity, but by monopoly power. “The 
monopoly power of each group gained through the options 
of its strongest members is the sole determinant of wages, 
and is the one thing for which laborers should seek” (p. 363). 
In contrast with current views, monopoly is regarded as a 
normal element of our economic constitution rather than an 
abnormal one perennially to be combated. As a factor in 
distribution, however, monopoly’s share is accorded merely 
the unsatisfactory status of a residual claim. 

Passing by any further characterization of the book’s 
consistent theoretical attitude,—an attitude that will incite 
economists of conservative tendency to place it on the 
index expurgatorius on grounds of excessive modernism,— 
its main weaknesses lie in immaturity of expression and in 
a certain lack of proportion. With the exception of Book 
X., which is written in dignified style and tone, little thought 
seems to have been given to smoothing down excrescences 
of expression. In the piling up of ideas there is no lack of 
vigor; but paragraphs are not seldom congested, occasionally 
over-colloquial, and often turgidly sophomoric. The many 
quotations from standard treatises that appear in the body 
of the text are regularly introduced to readers in a formal 
fashion that often borders on perfunctory laudation. In the 
matter of proportion some chapters amass descriptive 
detail in which it is hard to find a dominating purpose other 
than that of a desire to be informing, while matters in larger 
need of elaboration are disposed of by page-lengths. 

Among strong points, which are many, particular mention 
should be given to Chapter LXII., which affords an espe- 
cially illuminating, brief exposé of the practical bearings of 
Professor Clark’s views, and to the final chapter which 
beautifully summarizes the economic philosophy behind 
organized social work. Indeed, the whole of Book X. is to 
be commended as a distinctly serviceable and suggestive 
delineation of contemporary propagandist programs. 
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We may return now to Landry’s Manuel d’ Economique. 
The chief significance of this work, with its 889 closely 
printed pages, is not as a text-book strictly comparable with 
the brief American texts that have been examined, but as a 
treatise representative of contemporary tendencies in French 
economic thought. Seventeen years ago, writing on “ Politi- 
cal Economy in France,” Professor Gide said of certain 
thinkers who were moving counter to the narrow tendencies 
of the orthodox-liberal group, “‘They merely undertook 
what I shall call a work of hygienic cleansing; dusting en- 
ergetically the moth-eaten economic furniture, opening wide 
the doors and windows to freshen the musty atmosphere, 
and introducing a flood of sunshine and pure air from the 
four corners of the world.”* No better exemplification of 
the ultimate outcome of such an effort could be found than 
that afforded by the Manuel d’Economique. It is the 
quintessence of erudite and catholic tendency, displaying as 
well large critical aptitude and no little constructive power. 
In scope it is encyclopedic. In method it is largely deduc- 
tive, particularly in its critical aspects. M. Landry, however, 
disclaims any particular preference in the matter of method. 
All methods, in his view, involve advantages, inconveniences, 
and dangers. All should be employed, choice being made 
according to the nature of facts to be dealt with and the 
larger or smaller aptitude of an economist for one or the 
other method. ‘Exclusivism in method has done all too 
much injury, even to the present, to the advancement of 
economic science” (p. 60). Considerable use is made of 
mathematical curves, equations, and arithmetical illustra- 
tions, but the author is under no illusions regarding their 
real purpose and value. He realizes that mathematical 
devices have merely a possible expository value, and make 
no additions to the truths they serve to convey. The 
relativity of conclusions is everywhere enforced. Because 
of the multiplicity of causes and conflicting influences at 
work in the economic field, even minor qualifying factors 
are never neglected. No attempt is ever made to make 


1 Political Science Quarterly, vol. v., p. 632. 
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problems seem more simple than they are. This is carried 
even into the matter of classification, where eight and ten 
fold categories are quite common. This endeavor to 
reach the whole truth is shown in many other ways. There 
is regularly the closest possible connection between the 
discussion of theories and of practical problems. Every 
theory is subjected to rigorous analysis, as well as to his- 
torical and statistical verification or refutation; and nowhere 
may it be said that the author makes a slip in his theories 
because of the narrowness of his information. 

The plan of the work is a thoroughly consistent one. After 
a long introduction which deals with matters of definition, 
scope, and method, four books take up in succession the 
_ psychological foundations of economics, production, ex- 
change, and distribution. Two appendices deal with the 
questions of property and of international trade. The uni- 
fied treatment of psychological factors at so early a stage has 
the advantage of enabling the author to make detailed analy- 
ses at a time and in a place that obviate the necessity of 
repeatedly correlating subjective with objective phenom- 
ena at a later stage. To be sure, such a process carried 
out in any detail at any stage would be of doubtful profit; 
for, after all, only the conclusions reached in this connection 
have large significance. There is, however, a danger of too 
largely divorcing the two lines of treatment. In the balanc- 
ing of utilities against costs in a unified early analysis, it is 
easy to lay stress on the secondary significance of costs as 
a factor in price determination and in distribution; but, in 
subsequent objective elaboration, expenses are so obtrusive 
in production that early conclusions regarding the secondary 
nature of costs are apt to be so far neglected as to lead to 
false implications of theory. In the present instance both 
the utility’ and the cost analysis are thorough-going, and 


1 The elaboration of the elements that go to make up utility in goods is a typical 
illustration of the author’s exhaustive analytical tendency. In this treatment 
(p. 92) utility is made up of four elements: (1) the anticipal pleasure of the act 
of consumption, (2) the direct pleasure or the avoidance of pain involved in the 
act of consumption, (3) the after-effects of the act, (4) the memory of the act and 
of its after-effects. There is appended a foot-note quotation from Dante’s Inferno, 
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they manifest the proper distribution of general emphasis. 
But in the more practically important, if less fundamental, 
treatment of objective value in the book on Exchange, as 
well as in the discussion of distribution, expense items are 
given the position of priority so common in contemporary 
theory. 

There are many interesting special phases of the psycho- 
logical discussion. For instance, the explanation of the origin 
and development of wants with different classes in the com- 
munity is a suggestive statement of the notions of Tarde and — 
Veblen. Of like special interest are the following: the in- 
terpretation of the psychological basis of risk-taking; the 
penetrating analysis of the cost elements that may be 
involved in work; the examination and emendation of the 
classical concept of the economic man; the parallel that is 
drawn between the often thoughtless discounting of the 
future in the preference for present over future satisfactions, 
and in the willingness of workers to accept unusually risky or 
unhealthful employment at no more than nominal wages; 
and the point of emphasis that is made of the distinctive 
influence of varying national traits on the corresponding 
economies. 

Tn dealing with the land and labor factors in production, 
Landry follows Marshall. The summary review of his- 
torical and contemporary capital concepts with which the 
study of the capital factor begins is helpful. The author’s 
conception of capital turns on the view that this factor 
represents a relation between present and future which 
might better be expressed by the term ‘‘ capitalization” than 
by the word “capital” itself. This would seem to involve a 
conception analogous in its sweep to that of Professor 
Fisher; but further definition, by excluding varieties of 
individual capital in the form of rights, practically reserves 
to the term merely its social-productive signification. In 
his explanation of the réle of capital in production he re- 
fuses to accept Béhm-Bawerk’s “roundabout” interpreta- 
tion of the productivity of capital (pp. 175-178). The criti- 
cisms, however, are hardly convincing in view of the very 
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general bearing assigned by Béhm-Bawerk to this position. 

He would hardly deny the possibility that an increase in the 

quantity of capital might not—all things accounted for—be 

attended by a lengthening of the production period. Nor 

would he urge the view that either an indefinite increase in 

the quantity of capital or an indefinite extension of the 
| production period would indefinitely increase the quantity 
of product. He merely contends that the facts of experience 
| support his general view. 

The law of diminishing returns is interpreted with dis- 
crimination. Stress is laid (1) upon the importance of 
distinguishing carefully between economic and technical 
returns,—i.e., between returns in the form of units of value 
and of units of product; and (2) upon the false or incomplete 
quality of any analysis that draws a fundamental distine- 
tion between diminishing and so-called increasing returns. 
Carver’s views on the former point and Marshall’s on the 
latter strike Landry as open to adverse criticism. In the 
final sections on production he tellingly characterizes the 
contemporary economic order as individualistic and liberal- 
istic on its institutional side, and as mercantilistic (Effertz) 
and capitalistic (Sombart) on the side of productive or- 
ganization. 

Early in the book on Distribution it is stated that the 
key to the process is to be found in marginal productivity. 
The implications that are usually associated with that 
interpretation, however, are far from indicating the whole 
either of Landry’s theoretical view-point or of its practical 
consequences. This view-point abounds, on the one hand, 
in normal-monopoly as well as in productivity elements, 
and, on the other, shows egalitarian tendencies that are 
hard to account for from a marginal productivity stand- 
point. The rent theory is, in the main, a modernized Ri- 
cardian statement, in the same sense that Seager’s may 
be pronounced such. In accounting for interest, most of 
the explanations that theorists have thus far advanced 
are drawn upon for certain elements to formulate a demand- 
and-supply interpretation. Differences in want and pro- 
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vision for want, the undervaluation of future goods, pro- 
ductivity of capital, and abstinence (sacrifice capitalistique) 
are the important factors. In the treatment of profits 
the commonly advanced ‘‘wages,” “risk,’’ “ varying ability,” 
and related interpretations are rejected as inadequate. 
The kernel of a true explanation is found in the uniting of 

capital with enterprising ability through joint possession 

and exercise by the same person. Altho capital may be 

plentiful and aptitude for its organization and manage- 

ment abundant, the union of the two in the same individual 

is relatively rare. From the simultaneous possession and 

employment of the two a larger return results than would 

come from separate uses of these factors. The difference 

represents profit. Objections to this explanation are 

freely raised, but the counter-checking process that follows 

has more of the quality of suggestiveness than of finality. 

The wages theory is a marginal productivity one, strongly 

colored in its labor-supply aspect by the neo-Malthusianism 

of Effertz. Just so far as the dominant tastes of the com- 

munity induce a preponderating demand for the products 

of limited natural factors (land), to that. extent will the 

number of potential workers be restricted by the limitations 

placed on subsistence available for the masses. This is 

really a brief for elaborative versus extractive activities | 
that would supply excellent material for a new treatise on 
the economic basis of automobiling. 

With reference to questions of practical policy Landry 
tends strongly toward the semi-socialistic outlook of Som- 
bart, Effertz, and Veblen. To be sure, extra-economic 
considerations figure largely in prompting and in shaping 
this attitude, which regards private property and freedom 
of competition as leading inevitably to a fundamental 
economic antagonism between special interests and the 
general welfare. 

In conclusion, one cannot but express the hope that 
M. Landry’s work will soon be clothed in English dress. 
If in such form it should reach the mass of American teachers 
of economics, its abstract leanings, when compared with 
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prevailing American doctrinal tendencies, would reveal a 
degree of similarity which, in conjunction with the strangely 
divergent practical programs of the two, might contribute 
something to a more vigorous iconoclasm in the field of 
American theorizing. 


Rosweu. C. McCrea. 
New York Crry. 
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THE BRITISH BOARD OF TRADE’S INVESTIGA- 
TIONS INTO COST OF LIVING. 

Cost of Living of the Working Classes. Report of an Enquiry by the Board 
of Trade into Working Class Rents, Housing and Retail Prices, together with the 
Standard Rates of Wages prevailing in certain occupations in the principal towns of 
the United Kingdom. London, 1908. [Cd. 3864.] Price 6s. Pages liii+616. In- 
dustrial. 

Cost of Living in German Towns. Report of an Enquiry by the Board of Trade 
into Working Class Rents, Housing and Retail Prices, together with the Rates of 
Wages in certain occupations in the principal industrial towns of the German Empire. 
London, 1908. [Cd. 4032.] Price 4s. l1ld. Pages lxi + 548. 


These documents are part of a series of elaborate investi- 
gations into the condition of the working classes at home 
and abroad, undertaken by the British Board of Trade. 
In 1904 a Memorandum on the Consumption and Cost 
of Food in Workmen’s Families (Cd. 2337) appeared. 
Now come the above reports upon rents, retail prices, and 
standard wages in a few widely prevalent occupations, first 
in Great Britain and then in Germany. Next are promised 
companions to the German volume, dealing with France 
and with the United States. There is also under way an 
inquiry into earnings in all trades in the United Kingdom. 

The British inquiry into cost of living was conducted by 
sending agents to 73 industrial towns in England, 10 in 
Scotland, and 6 in Ireland, to collect data for October, 
1905, on three schedules. The first called for rents “of 
typical working class houses,” with specification of the num- 
ber of rooms and remarks as to class of tenant, sub-letting, 
size of rooms, and the like. The second schedule called for 
the “range of prices’”’ and the “predominant price” of ten 
articles of food and also of coal and paraffin oil. The third 
asked for the “prices of butcher’s meat of the qualities most 
generally consumed by the working classes.’”’ A supple- 
mental inquiry was made into the standard rates of wages 
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in the building, engineering, printing, and furnishing trades, 
—chosen because they were represented in almost all the 
towns. 

In presenting the results, most of the space (pp. 1-589) is 
devoted to reports upon each of the 89 towns. Population, 
rapidity of growth, industries, housing conditions, parks, 
overcrowding, and vital statistics are covered, as well as 
rents, prices, and wages. To those interested in local condi- 
tions these “detailed town reports’’ will possess great inter- 
est; but the majority of readers will content themselves with 
the forty-one pages of the “general report,” in which are 
summed up the results for the whole country, so far as they 
are susceptible of statistical treatment. 

The scheme of the general report is to present rents, 
prices, and wages in the 88 other towns in the form of per- 
centages of the rates in London. But in carrying out this 
plan it was not deemed feasible to maintain, through the 
long list of towns, an unvarying standard of house room, 
an unvarying standard of quality in foods consumed, or an 


unvarying standard of hours worked per week. The methods 
followed are thus explained :— 


Rent: “In each town the mean predominant rent for each of the most 
prevalent kinds of tenements in that town has been compared with 
the mean predominant rent for tenements of the corresponding num- 
ber of rooms in London. . . . In this way the resultant index numbers 
show the relative rent levels of each town as compared with the metrop- 
olis. They do not show, of course, the differences in the actual amount 
spent on rent in each town.” (Page xv.) 

Prices: . . . “the prices quoted for any given town, and serving 
as the basis for the index number, are . . . the prices most usually 
paid by the working classes. . . . The figures given form therefore 
no exact guide to the possible cost of living, and the variations shown 
to exist between town and town arise not only from differences in the 
cost of exactly similar articles, but also from variations in the demand 
for different qualities of the same article.”’ (Pages xxii, xxiii.) 

Wages: “In order to facilitate comparison four trades have been 
chosen which are represented in all the towns with few exceptions, and 
in which the standard rates of wages can be ascertained with accuracy. 
... The rates... are in all cases weekly, not hourly rates; in the build- 
ing trades especially weekly rates are largely influenced by variations 
in the standard working week.” (Page xxxiii.) 
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It is difficult to define accurately the meaning of figures 
constructed in this fashion. Perhaps the fairest statement 
is that they show the relative money income and relative 
money outgo, without reference to differences of varying 
degree in what is given and what is received. How far such 
figures may be trusted depends upon the importance of the 
neglected differences for whatever purpose is in view. 

As for the results: the rent index numbers show a range 
in England running from 100 in London to 32 in Maccles- 
field; tho more than half of the towns fall within the limits 
of 50-59. A rough correlation between rents and popu- 
lation and between rents and overcrowding is shown. 
Scotch and Irish towns have mean rent index numbers of 
69 and 50 on the London basis. 

The price index numbers are constructed from data for 
13 commodities, the price of each being weighted by the 
physical quantity consumed weekly in workingmen’s fami- 
lies, according to the investigation of 1904. The range of 
variation is far narrower than in the case of rent, the ex- 
tremes being Dover 106 and Wigan 88, and one-half the 
number falling within the limits 92-97. The Scotch towns 
average 102, and the Irish 97. 

The wage index numbers for both skilled men and laborers 
in building and engineering, and for skilled men in furnish- 
ing and printing, show a minimum range of 25 points for 
engineering laborers and a maximum range of 41 points 
for building laborers. London rates are highest except in 
the building trades. Both Scotch and Irish rates are lower 
than London rates, the former by 16-21 points in the differ- 
ent occupations, the latter by 10-43 points. 

Having presented these index numbers for rents, prices, 
and wages, the report proceeds to combine them. First, 
rents and prices of food are combined, the former receiving 
a weight of one and the latter of four. The resulting index 
numbers range from 100 in London to 78 in Macclesfield, 
tho more than half fall within the limits 84-89. Scotch 
towns average 95, and Irish towns 87. Finally, the index 
numbers of wages for skilled men in the building, engineering 
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and printing trades, are divided by the combined figures 
for rents and prices, to arrive at the “approximate relative 
level of real wages.’’ In the end, Lancashire and Cheshire 
have a mean index number of 104, London and the Mid- 
lands 100, Ireland, Yorkshire, Wales, and Monmouth 97, the 
Northern Counties 96, Scotland 87, and the Eastern and 
Southern Counties 86. 

Mr. J. M. Keynes has pointed out in the September and 
December issues of the Economic Journal that the Board of 
Trade has overlooked an arbitrary element which partially 
vitiates the figures resulting from its combination of rents 
and prices. If rates in Ireland instead of in London be taken 
as 100, he shows that the resulting index numbers for real 
wages would be London 98, Midlands 104, Ireland 100, in- 
stead of London 100, Midlands 100, Ireland 97. That is, 
the “approximate relative level of real wages’’ would be 
higher in the Midlands and in Ireland than in London 
instead of just equal to the London level in one case and lower 
in the other. The reason why the change in base makes a 
difference in the results is that rents are substantially twice 
as high in London as in these other districts. Of course, 
confidence is not inspired by comparisons which turn in 
favor of London or in favor of Ireland according as they 
rest upon an English or an Irish base. The simplest and 
perhaps the only way to avoid this grave defect in ‘“com- 
bining rents and prices” is to use actual instead of relative 
numbers. Had the Board of Trade added the weekly 
expenditure upon rent to the weekly expenditure upon 
food and fuel, just as it added the weekly cost of beef to 
the weekly cost of coal, and then computed index numbers 
for the totals, its results could not have been turned topsy- 
turvy by a change of base. The one difficult stage in ap- 
plying this method would have been in getting figures for 
average weekly rents in each town fairly comparable with 
data for corresponding tenements in London. A high de- 
gree of accuracy could not have been attained; but, since 
the Board of Trade was content to neglect differences in 
the quality of food consumed and in the number of hours 
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worked per week, it might have admitted a corresponding 
roughness into its data for rent. The margin of error 
involved would not have been so wide as to make the re- 
sults altogether untrustworthy, as are the figures pub- 
lished. 


The report upon Germany is substantially like that upon 
the United Kingdom in scope and method. Data were 
collected from 33 industrial towns, and presented as percen- 
tages of the rates in Berlin. Rents cover a range of 100 in 
Berlin to 28 in Oschersleben, but half the towns fall within 
the limits 51-62. Prices, again, have a narrower range than 
rents: 110 in Barmen to 86 in K6nigshtitte, with half the 
towns standing between 98 and 105. In the case of 6 kinds 
of labor the range varies from 125-58 in one extreme to 
100-80 in the other. The figures indicate a slightly less 
uniformity of rents, prices, and wages in Germany than 
in England. When rents and prices are combined by the 
method discussed above, the extremes are 106 in Stuttgart 
and 78 in K6nigshiitte, and half the towns lie within the 
limits 88-94. Finally, the index numbers for real wages 
vary from 83 in South Germany to 102 in Silesia. But 
these figures, like the corresponding figures for Great Brit- 
ain, can be made to give very different results by merely 
changing the base from Berlin to other towns. 

To this exhibit there is appended a careful “Comparison 
of Conditions in Germany and the United Kingdom,”— 
more accurately, England. Mean rents in the 33 German 
towns are found to be 1 per cent. higher than in the 73 Eng- 
lish towns. But English rents usually include local taxa- 
tion in the form of “rates,’”’ while the German workingman 
is taxed in other ways. Deducting 18 per cent. from Eng- 
lish rents on this account, the Board of Trade concludes 
that the German wage-earner pays on the average 23 per 
cent. more than the Englishman for his tenement. Three 
different methods are applied to measure the cost of food 
in the two countries. (1) The budget commodities common 
to both countries are found to cost 17 per cent. more in 


f 


350 QUARTERLY JOURNAL OF ECONOMICS 


German towns on the average. (2) The English working- 
man’s favorite budget costs 18 per cent. more in Germany, 
while (3) the German’s favorite budget costs 8 per cent. 
less in England. With reference to nutritive value, the 
report states that there is little choice between the German 
and the English dietary. On the other hand, weekly wage- 
rates in three selected trades (building, engineering, and 
printing) average 17 per cent. less in Germany, and weekly 
hours of labor average 11 per cent. more. Thus the Board 
of Trade arrives at the comfortable conclusion that “the 
German rate of money wages per hour is about three- 
quarters of the English rate, and the cost of rent, food, and 
fuel nearly one-fifth greater than in England” (p. liii). 
But they remind the reader that this conclusion is based 
upon data for wages and hours limited to three trades, 
and upon the cost of three-quarters of the standard English 
budget. Whether there actually prevails a corresponding 
difference in the material well-being of workingmen’s fam- 
ilies in the two countries is a further question. 


Westey C. MircHeELL. 
Harvarp UNIVERSITY. 


INACCURACIES IN ROGERS’ HISTORY OF PRICES. 


The authority of Professor J. E. Thorold Rogers’ His- 
tory of Agriculture and Prices has been somewhat impaired 
by serious criticisms directed from various sides against 
some of the author’s conclusions, but hitherto the price 
averages, so laboriously compiled, upon which that work 
rests, have been generally accepted without much exami- 
nation.’ An effort will be made to criticise these averages 
in the light of the raw statistical material printed in full in 

1 Professor E. F. Gay, at whose suggestion I have made this study, ha’ inci- 
dentally criticised the methods employed by Rogers in making his averages. See 
Transactions of the Royal Historical Society, New Series, vol. xiv, pp. 260, 261. 


The critical principles there adopted in examining one of Rogers’ tables, that of 
wool prices, I have followed in a more extensive analysis of other tables of averages. 


| 
| 

| 


NOTES AND MEMORANDA 351 


Rogers’ volumes, and to suggest some needful cautions in 
their use. 

The period 1451 to 1600 has been selected for study 
because it covers the most important phases of the price 
revolution, and affords an opportunity of testing the ade- 
quacy of the statistical material in a time of considerable 
fluctuation of prices. Within this period I have examined 
(1) grain prices, including prices of wheat, barley, oats, 
peas, beans, malt, hay, and straw; (2) wool prices; and (3) 
wages, including wages of masons, carpenters, sawyers, 
tillers, and unskilled labor. 

(1) The first criticism, obvious after some test of a num- 
ber of Professor Rogers’ calculations, is that the yearly 
averages are often incorrect. The errors are naturally 
most frequent when the number of entries is large, and 
consequently errors of computation are not found to any 
considerable extent in the wool and labor prices. A few 
illustrations will suffice to point out the character of the 
computations for other commodities. The malt averages 
of the decade 1591-1600 are all incorrect; seventeen of the 
wheat averages for the period 1451-1500 are inaccurate; 
and the errors in the wheat averages for the whole period 
are sO numerous as to necessitate the correction of ten of 
the fifteen decennial averages. The averages of barley 
and oats prices are also unreliable. These errors of com- 
putation are not exceptional. The work abounds with 
them. These incorrect averages are sometimes used as 


1A few of Rogers’ wheat averages are given here, with the corrected averages:— 


Entries. Average. Average. 
8. d. 8. d. 
23 6 8 5 11 
32 6 7 5 5 
0 26 9 10 8 
25 15 6 14 1 
19 14 5 15 6 
14 20 0 18 3 
13 45 8 36 
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the basis for conclusions which would not have been drawn 
from the correct figures. In the discussion, for instance, 
of the wheat prices for 1511, Rogers gives the general 
average as 5s. 83d. The Cambridge average is 6s. 4d., 
and he notes that wheat was much dearer at Cambridge 
than the country over. But the correct general average 
for all localities is 6s. 2d., while a single entry from Finchale 
(Durham) stands at 6s. 8d. 

Inconsistency in the handling of material is the second 
ground for criticism. The familiarity which was gained 
from an intimate knowledge of the sources may have per- 
mitted, at times, a free use of the price entries. But such 
free use should have been in each case justified by full 
explanation, and this ordinarily is lacking. 

One source of difficulty, to illustrate this point, is in the 
use of the Wearmouth celdra, or chaldron, a measure for 
grain of all kinds. For the averages of 1456 and 1457 
entries of barley from Wearmouth, quoted in celdra, are 
included; but for 1471 and 1479, without explanation, 
similar entries from the same place are excluded. In 1483 
and 1484 the celdra of barley from Wearmouth appears to 
be included again. For 1467 the Wearmouth celdra of 
wheat is rejected, without explanation, tho the usual prac- 
tise is to include such wheat entries. 

The reduction of the quotations expressed in celdra to 
the price per quarter is also uncertain. The celdra is said 
to contain thirty-four bushels, while the quarter in which 
all grain prices are given contains eight bushels.’ This 
basis does not appear to have been used, however, in some 
of the reductions. For the year 1519 the price of wheat 
is calculated on a celdra of four quarters. For the same 
year the price of barley is computed on a basis of about 
four and two-thirds quarters to the celdra, which is also 
the basis for the reduction of an entry of rye in 1525. 

Further confusion arises from the arbitrary use of a 
small number of entries of wheat meal and flour, which 
are frequently, tho not invariably, included, while a 


1Agriculture and Prices, iii. 3. 
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large number of such entries occurring in the same year 
is often excluded. For example, two entries of meal are 
used for 1451, four entries for 1457, one for 1459, and 
three for 1466 are not used. Single entries are included in 
1481 and 1484, but six entries are rejected in 1487, while 
one is used in 1483 and two are rejected in 1500. Entries of 
wheat flour are used in the averages for 1452, 1467, and 
1481; but they seem to be rejected in the averages for 
1503, 1511, and on other occasions.‘ A similar irregularity 
is found in the use of certain items from the Wardrobe 
accounts. Entries marked “‘Remanets” are excluded from 
the average in 1456, included again in 1494 and 1500, and 
again excluded in 1504. For the average of 1561 six entries 
of chete, a kind of coarse wheat meal, appear to be included, 
altho this is contrary to the usual practise with chete en- 
tries. 

There is usually no justification attempted for this arbi- 
trary use of material. But sometimes we find, by way of 
explanation, the statement that the entry states a price 
too much above or below the probable price level of the 
year to allow of its inclusion in the average. That is to 
say, Professor Rogers has performed his work with certain 
definite notions in mind as to the probable range of prices, 
and has used his material in accordance with this subjective 
criterion. For example, he computes the average price of 
peas for 1461 from one entry at 2s. 8d., and another at 
6s., the latter beihg a mixture of peas and vetches. For 
1463 he quotes a single entry at 2s. 8d., while rejecting two 
entries which average 6s., on the ground that the latter 
are “suspiciously high.” Yet their average is not higher 
than the single entry of 6s. used in 1461. Again, an entry 
of peas at 8s. from Jarrow for the year 1477 is considered 
“too great to furnish the basis for an average.”’ Yet four 
years later three entries from the north are used which 
average 8s. 4d. The use of the latter figures is justified on 
the ground of defective harvests—a convenient explanation 


1The method of ascertaining inclusion or exclusion is by comparison of the 
averages, and especially by comparison of the statement of entries and localities. 


354 QUARTERLY JOURNAL OF ECONOMICS 


and a favorite one with Rogers, but overworked by him. 
Defective harvests doubtless contributed to the periodic 
fluctuations of prices. But it is curious to find the statement 
that “the gradual rise in the last three decades [of the 
fifteenth century] is quite as much due to be ascribed to 
defective harvests as to increased demand or to generally 
stiffening prices,” * when during this period Rogers is fre- 
quently rejecting price records of peas, oats, and rye be- 
cause, as a result of defective harvests, they are abnormally 
high.? 

(2) The material for the wool prices is both scanty and 
irregular, and frequent instances of manipulation occur. 
In the forty-two years from 1541 to 1582, inclusive, only 
nine entries of wool prices are found, but these are made to 
serve as the basis of decennial averages. Such averages 
cannot be other than misleading. In the decade 1541-50, 
for example, only three entries occur. One is from Oxford 
in 1547 at 9s. 4d. the tod. The other two are for the 
year 1545. One is from Lincoln “at a little over 15s. the 
tod,” and the other is from Wilton, described as follows: 
“15 pond, called 15 weight, at 16s.” This description of 
the pond is puzzling, and he says of the entry, ‘At the 
familar Wiltshire weight this entry reduces to 21s. 4d. 
the tod; if it be a 15-pound stone, it gives 32s. 7d., a very 
improbable price.” Yet, in computing the decade averages 
he uses this improbable price of 32s., having dropped the 
7d. The Lincoln entry is discarded altogether. 

The pond, or pondus, was a local Wiltshire weight, used 
in that section as a unit of 21 pounds, and elsewhere 
equivalent to the tod. In some cases the size of this unit 
is noted, in others it is not. In 1463 at Bromham (Wilt- 
shire) it is given as 21 pounds. In an entry from Oxford 
in 1495 it is given as equivalent to the tod. But in 1477 


1 Agriculture and Prices, iv. 270. 

2 But even this theory is not followed consistently. For the year 1525 Rogers 
quotes an entry of mixed beans and peas from Finchale at 2s. 10d. as the average 
price of peas, while rejecting an entry of peas from Sion at 6s. 8d. The next year 
the Sion entry of peas at 7s. 8d. is the only one found, and this is taken as the 
general average for the year. 
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it occurs in an entry from Cheddar (Somersetshire), and 
no explanation is offered of its size. 

(3) The material on which the wage averages are based 
is so scanty that the same opportunity for manipulation 
does not occur. Occasional irregularities are to be found, 
however, as with regard to the kinds of labor to be included 
under “common” or “unskilled” labor. Sometimes hedg- 
ing, ditching, gardening, and the like are included, and at 
other times such occupations are rejected. In general, 
however, the wage averages are far more consistently com- 
piled and more accurately computed than the averages of 
grain and wool prices. 

These illustrations of Rogers’ method are, perhaps, suffi- 
cient to indicate that his averages, with the possible excep- 
tion of the wage averages, must always be tested before 
their claim to trustworthiness is established. 

I pass now to a further line of criticism, bearing upon 
the local distribution of the entries and the actual varia- 
tions in prices. In order to study this distribution, I have 
grouped the entries roughly in three sections, according as 
they come from the North, the West, or the South and 
East. The North includes all entries north of a line passing 
through Rutland, Leicester, and Stafford. The West is 
separated from the South and East by a line drawn south 
from Rutland through Northampton, Bedford, and Middle- 
sex, to Brighton on the South. This arrangement permits 
of a rough classification of the entries in such a way that 
the possibility, at least, of similar conditions is greater 
than for the whole of England. As will be shown later, 
however, the variations in price between localities of the 
same section are often considerable.’ 

The following table shows the distribution of entries of 
grain prices. Entries of wool prices are not given because 
of their scarcity, and wages are omitted because in the latter 
half of the period they consist almost exclusively of entries 
from Cambridge and Oxford. 


1In some cases Rogers has used quotations from places the exact location of 
which he did not know. Such entries have not been used in the analysis by 
localities, tho in testing the annual averages account has been taken of them. 
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This table shows that far the greater number of entries 
are from the district designated as South and East. The 
distribution among the sections throughout the period is 
also very uneven. In every case more than one twenty- 
year period occurs in which not one entry yearly is found 
from West and North, while many twenty-year periods are 
entirely unrepresented from those sections. In no instance 
is this irregularity more marked than in the case of wheat 
and yet no other article quoted by Rogers is so generally 
used as the price index of the period. The annual aver- 
ages, therefore, are not representative of general price con- 
ditions, but are, for the most part, descriptive only of the 
South and East, with variations due to the irregular appear- 
ance of entries from the other sections. 

The effect of these irregular appearances upon the decen- 
nial averages of the different sections may be seen from 
the following table, which presents the decennial averages 
of wheat prices, by sections:— 


TABLE OF DECENNIAL WHEAT AVERAGES. 


Averages. 


Rogers’ Averages. |Co'ected | gouth and East. . North. 


Entries. 


= 


Entries. 


a 


NN ODOUR 


N 


8 
ow 


303 
203 
161 
247 
411 
270 
351 
364 
256 
122 
204 

86 

88 


S811) 


The fluctuation of the number of entries from the West 
and North, and its effect upon the general average, are well 
shown in this table. The appearance of 73 entries from 
the West in the decade 1481-90 has exaggerated the 


} 
Entries. Entries.| «. d. «. d. 
1451-60 . | 500 4 
1481-90 | | 259 1 723 | 6 3 21 6 11 \ 
1491-1500 | 204 7 6 
1501-10 . | 434 5 mia s 413i i 
1511-20 | 277 6 4|7 33 
1541-50 | 259 10 — — 
1-70 . 
1371-80 336 if 118 | 19 2 |14 2 
1581-90 | | 201 4 60 | 21 47 | 29 10 : 
1590-1600 | 244 30 76 135 7 80 | 27 94 
| 
j 
— 


358 QUARTERLY JOURNAL OF ECONOMICS 


general rise in price for that decade. The presence of 
61 entries from the North in 1521-30 tends to pull up 
the general average, but thereafter the North has only 17 
entries in fifty years, and so does not affect the average.. 
The decline of the average in 1561-70 and its rise in 
1571-80 are both exaggerated by the presence of large 
entries from the West, while the North enters in the last 
decade but one to dominate the price movement. 

Finally, the variations of prices in a single section may 
be noticed briefly. The wheat prices of the Cambridge, 
Sion, and Wardrobe accounts went through such fluctua- 
tions as the following:— 


| Wardrobe. 


d 
8 
0 


In the face of these and similar variations the unsatisfactory 
character of the general averages again becomes obvious. 
The lack of a continuous series of entries from any one 
locality, the sudden changes of price which occurred in 
places so near each other, all make the attempt to develop 
a basis for general conclusions very uncertain. 

The evidence presented in this analysis will perhaps 
suffice to indicate the chief qualifications which must limit 
the acceptance of the averages of the “History of Agri- 
culture and Prices.” The labor averages must be accepted 
as of local rather than of general significance. The wool 
prices are so defective and the averages so misleading as 
to be practically useless. The grain prices are complete 
enough to be of service, but they must be used with caution. 


Harzey L. Lutz. 
HarvarpD UNIVERSITY. 


| 
Year. Cambridge. Sion. 
f 8. d. 8. 
| 4 11 7 9 
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